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PART I

ITEM 1. BUSINESS
Company Overview

Jones Lang [aSalle Incorporated ("Jones Lang LaSalle", which may be referred to as we, us, our
or the Company) was incorporated in 1997, and its operations presently include the businesses
previously known as LaSalle Partners (founded in 1968) and Jones Lang Wootton (founded in 1873).
We are a leading provider of integrated real estate services and solutions to real estate owners,
occupiers and investors around the world. We serve our clients’ real estate needs locally, regionally
and globally from offices in over 100 markets in 33 countries on five continents, with approximately
13,700 employees, including approximately 6,500 directly reimbursable property maintenance
employees. Our breadth of services inciude space acquisition and disposition, facilities and property
management, project and development management services, leasing, buying and selling properties,
consulting and capital markets expertise. We also provide investment management on a global basis
for both public and private assets through LaSalle Investment Management, our investment
management business. Our services are enhanced by our strong research capabilities, our technology
platforms and our strategic solutions approach with our clients.

We have grown by expanding both our client base and range of services and products, as well as
through a series of strategic acquisitions and a merger. Our extensive global platform and in depth
knowledge of local real estate markets enable us to serve as a single source provider of solutions for
our clients’ full range of real estate needs. This network of services around the globe was solidified
with the merger of the businesses of the Jones Lang Wootton companies ("JLW") with those of
LaSalle Partners Incorporated effective March 11, 1999 (see Jones Lang LaSalle History and Recent
Activities section below for discussion). In connection with this merger the name of the company was
changed from LaSalle Partners Incorporated to Jones Lang LaSalle Incorporated.

Jones Lang LaSalie History and Recent Activities

Prior to our incorporation in Maryland on April 15, 1997 and our initial public offering (the
"Offering") of 4,000,000 shares of common stock on July 22, 1997, Jones Lang LaSalle conducted
business as LaSalle Partners Limited Partnership and LaSalle Partners Management Limited
Partnership (collectively, the "Predecessor Partnerships"). Immediately prior to the Offering, the
general and limited partners of the Predecessor Partnerships contributed all of their partnership
interests in the Predecessor Partnerships in exchange for an aggregate of 12,200,000 shares of common
stock. On March 11, 1999, LaSalle Partners Incorporated merged its business with those of JLW and
changed its name to Jones Lang LaSalle Incorporated. In accordance with the purchase and sale
agreements related to the merger, we issued 14.3 million shares of common stock and paid cash
consideration of $6.2 million.

In October 1998, we acquired all of the common stock of the following real estate service
companies (collectively referred to as "COMPASS") formerly owned by Lend Lease Corporation
Limited ("Lend Lease"): COMPASS Management and Leasing, Inc. and its wholly owned subsidiaries,
The Yarmouth Group Property Management, Inc., ERE Yarmouth Retail, Inc. (formerly COMPASS
Retail, Inc.), and COMPASS Management and Leasing (Australia) Pty Limited. The acquisition of
COMPASS elevated our position in the property management and corporate property services industry
to that of the largest property management services company in the United States and expanded our
international presence into Australia and South America.
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Qur client service model addresses how we deliver services and solutions to our three client

segments: real estate owners, occupiers and investors. Our breadth of services includes leadership
positions in the core real estate services of leasing, property management, property acquisition and

disposition and valuation. We also have expertise in providing clients consulting services and

financial solutions through our capital markets and investment management activities. We believe this
combination of skills and expertise sets us apart from our competitors. The traditional real estate firms
do not have the depth of our financial skills, consultancy practices do not have our implementation

capability and our investment banking and investment manager competitors lack our local market
knowledge and real estate service capabilities. We also believe our research and technology platforms

are significant differentiators in providing strategic solutions tc our clients.




Total Performance Management

To fulfill our client vision, we have created a firm-wide culture called Total Performance
Management, or TPM. As part of our TPM efforts we have developed a set of expected minimum
performance standards for our employees and introduced new Client Relationship Management
systems. The goal of TPM is to instill in all our people an unyielding commitment to be the best: the
real estate advisor our clients want to work with and the employer of choice in our industry.

Business Segments

We manage our business along a combination of geographic and functional lines. Operations are
reported as four business segments: the three geographic regions of Owner and Occupier Services
("OCO0S"), (i) Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of corporate,
investor, and capital markets services, and (iv) Investment Management which offers investment
management services on a global basis. The OOS business consists primarily of tenant representation
and agency leasing, capital markets and valuation services (collectively, "implementation services")
and property management, corporate property services, project and development management services
(collectively, "management services"). The Investment Management segment provides real estate
investment management services to institutional investors, corporations, and high net worth
individuals. For financial information and a discussion of the operating performance of each
segment refer to Management’s Discussion and Analysis of Financial Condition and Results of
Operations and Notes to Consolidated Financial Statements provided elsewhere herein.

Client Service Model Delivery - Americas, Europe and Asia Pacific

To address the local, regional and global needs of real estate owners and occupiers, we provide a
full spectrum of integrated transaction, property and project management and corporate property
services in our regional operating segments of the Americas, Europe and Asia Pacific. Services are
delivered through multiple delivery teams as set forth below:

Global Client Services acts as a catalyst in assisting our professionals across all groups in
marketing the multiple services of the firm to existing and prospective clients, and ensures that the
worldwide operations work and interact at the consistently high levels clients have grown to expect.
Our objective is to expand our "strategic alliance" relationships (the term "strategic alliance" is used in
the real estate services industry to refer to longer-term relationships with large owners or occupiers of
real estate that, in many cases, require a number of different property services) and further strengthen
the firm’s name recognition and reputation.

Global Consulting provides clients with specialized, value-added real estate consulting services
and strategies in areas such as: mergers and acquisitions, privatization, development and asset strategy,
occupier portfolio strategy, organizational strategy and work process design. Global Consulting
professionals focus on translating global best practices into local real estate solutions for our clients.

Tenant Representation Services seeks to develop "strategic alliances" with clients whose real
estate requirements include on-going assistance in meeting their real estate needs and to assist clients
in evaluating and executing transactions to accommodate their occupancy requirements. We assist
clients by defining space requirements, identifying suitable alternatives, recommending appropriate
occupancy solutions and negotiating lease and ownership terms with third parties. We seek to assist
our clients in lowering real estate costs, minimizing real estate occupancy risks, improving occupancy
flexibility and control and creating more productive office environments. A multi-disciplined approach
is used to develop occupancy strategies that are linked to clients’ core business objectives. In 2001, we

completed over 3,300 tenant representation transactions involving approximately 33 million square
feet.




Tenant Representation Services are generally compensated for on a negotiated fee basis, which
fees often also involve performance related to targets set by us and our client prior to engagement and,
in the case of strategic alliances, at annuai intervals thereafter. Quantitative and qualitative
measurements are used to assess performance relative to these goals, and we are compensated
accordingly, with incentive fees often awarded for superior performance.

Agency Leasing Services executes marketing and leasing programs to identify tenants and
negotiate leases with terms in the best interests of our clients. Clients are typically investors, property
companies, developers or public bodies. In 2001, we completed approximately 9,100 agency leasing
transactions representing approximately 82 million square feet of space.

Agency leasing fees are typically based on a percentage of the value of the lease revenue
commitment for leases consummated.

Capital Markets Services includes institutional property sales and acquisitions, real estate
financings, private equity placements, portfolio advisory activities, and corporate finance advice and
execution. We believe our Capital Markets Services units have the competitive strength of tapping our
Agency Leasing, Property Management and Investment Management units to provide local market and
property information. Combining this local market knowledge with the Company’s access to global
capital sources allows the Capital Markets Services units to provide our clients with superior execution
in raising capital for their real estate assets. Capital Markets Services units are integral to the business
development efforts of our other businesses by researching, developing and introducing innovative new
financial products and strategies. In 2001, we completed institutional property sales and acquisitions,
debt financings and equity placements on assets and portfolios valued at over $19 billion.

Capital Markets Services units are typically compensated on the basis of the value of transactions
completed or securities placed, but in certain circumstances we receive retainer fees for portfolio
advisory services.

Valuation Services provides clients with professional valuation services, helping them to
determine accurate values for office, refail, industrial and mixed-use properties. Such services may
involve valuing a single property or a worldwide portfolio of multiple property types. Valuations
typically involve commercial property for a variety of purposes including acquisition, disposition, debt
and equity financing, mergers and acquisitions, securities offerings and privatization. Clients include
occupiers, investors and financing sources from the public and private sectors. We have valuation
specialists capable of providing valuation advice to clients in nearly every developed country. During
2001, we performed over 29,000 valuations of properties valued in the aggregate at approximately
$149 billion.

Compensation for valuation services is generally negotiated for each assignment based on its scale
and complexity and will typically relate in part to the value of the underlying assets.

Property Management Services units provide on-site management services to real estate investors
for office, industrial, retail and specialty properties, leveraging their market share and buying power to
deliver superior service for clients. Our goal is to enhance our clients’ property values through
aggressive day-to-day management focused on maintaining high levels of occupancy and tenant
satisfaction, while lowering the operating costs of such properties. During 2001 we provided on-site
Property Management Services for office, retail, mixed-use and industrial properties totaling
approximately 525 million square feet.




Property management services are typically provided by an on-site general manager and staff who
are supported through regional supervisory teams and central resources in areas such as training,
technical and environmental services, accounting, marketing and human resources. Property general
managers assume full responsibility for property management activities, client satisfaction and financial
results and are compensated, not by fees or commissions, but through a combination of base salary
and performance bonus that is directly linked to results produced for clients. Increasingly, management
agreements provide for incentive compensation relating to operating expense reductions, gross revenue
or occupancy objectives or tenant satisfaction levels. As is customary in the industry, management
contract terms typically range from one to three years, but are cancelable at any time upon a short
notice period, usually 30 to 60 days.

Corporate Property Services. Jones Lang LaSalle was a pioneer in the corporate property
services business. Corporate Property Services units provide comprehensive portfolio and property
management ("facilities management") services to corporations and institutions that outsource the
management of their occupied real estate. Properties under management range from corporate
headquarters to industrial complexes. During 2001, the Corporate Property Services units provided
facilities management services for approximately 200 million square feet of real estate. Our target
clients typically have large portfolios (usually over one million square feet) with significant
opportunities to reduce costs and improve service delivery. Performance measures are generally
developed to quantify progress made toward the goals and objectives that are set mutually with clients.
Depending on client needs, the Corporate Property Services units, either alone or through our other
business units, provide services such as portfolio planning, property management, leasing, tenant
representation, acquisition, finance, disposition, project management, development management and
land advisory services.

The Corporate Property Services units are compensated on the basis of negotiated fees, which are
typically structured to include a base fee and a performance bonus. The performance bonus
compensation is based on a quantitative evaluation of progress toward performance measures and
regularly scheduled client satisfaction surveys. Corporate Property Services agreements are typically
three to five years in duration but are cancelable at any time upon a short notice period, usually 30 to
60 days, as is typical in the industry.

Project and Development Management Services units provide a variety of services, including
interior build-out and conversion management, move management and strategic occupancy planning
services to tenants of leased space, owners in self-occupied buildings and owners of real estate
investments. Project and Development Management Service units frequently manage the relocation and
build-out initiatives for clients of our Property Management Services, Corporate Property Services and
Tenant Representation Services units. Project and Development Management Services will also
manage all aspects of development and renovation of commercial projects for our clients.

Compensation is typically on the basis of negotiated fees. Client contracts are typically multi-year
in duration and may govern a number of discrete projects, with individual projects being completed in
less than one year.

Investment Management

Our investment management business operates on a global basis under the name of LaSalle
Investment Management. LaSalle Investment Management’s strategy is focused on three
fundamentals: (i) developing and executing tailored investment strategies to meet a variety of client

objectives, (ii) providing superior performance for its clients and (iii) delivering a high level of
service.




We provide real estate investment management services to institutional investors, corporations and
high net-worth individuals. As of December 31, 2001, LaSalle Investment Management managed more
than $22 billion of public and private real estate assets, making us one of the world’s largest managers
of institutional capital invested in real estate assets and securities.

LaSalle Investment Management serves clients through a broad range of real estate investment
procucts and services in the public and private capital markets to meet various strategic, risk/return
and liquidity requirements, with a wide variety of equity and debt products. LaSalle Investment
Management offers clients a range of investment alternatives, including private investments in multiple
real estate property types (e.g., office, retail, industrial, residential and parking) either through
investment funds that LaSalle Investment Management manages or through a single client account
relationship. We also offer public indirect investments, primarily in publicly traded Real Estate
Investment Trusts and other real estate equities. The success of our investment management business
we believe comes from our fully integrated research capabilities, innovative investment strategies and a
strong client focus. We maintain an extensive real estate research department of approximately 170
professionals, which monitor real estate and capital market conditions arcund the world to enhance
investment decisions and identify future opportunities. In addition to drawing on public sources for
information, our research department utilizes the extensive local presence of our professionals
throughout the world to gain proprietary insight into local market conditions.

The investment and capital origination activities of our Investment Management business are
becoming increasingly non-U.S. based. As of December 31, 2001, 54% of LaSalle Investment
Management’s assets under management were invested outside of the United States. We expect
Investment Management activities outside of the United States, both fund raising and investing, to
continue to increase as a proportion of total capital raised and invested and see a growing trend of
cross border capital movement. In 1999, the Monetary Authority of Singapore approved LaSalle
Investment Management’s application for Approved Fund Manager status. This approval marked the
first major step in the plan to build an investment management operation to service clients in the Asia
Pacific region. In 2001 we have built on this foundation with the placement of on the ground
resources and capabilities in the region, culminating in the launch of the Asia Recovery Fund.

Private Investments in Real Estate Properties. On behalf of our investment management
clients, LaSalle Investment Management oversees the acquisition, management, leasing, financing and
divestiture of real estate investments across a broad range of real estate property types. LaSalle
Investment Management introduced its first institutional investment fund in 1979 and currently has a
series of commingled investment funds, including five funds that invest in assets in the United States,
two funds that invest in assets located in continental Europe and one fund that invests in assets in Asia
Pacific. LaSalle Investment Management also has single client account relationships ("separate
accounts") with investors for whom LaSalle [nvestment Management manages private real estate
investments. As of December 31, 2001, LaSalle Investment Management had $18 billion in assets
under management in these funds and separate accounts.

Some investors continue to favor investment managers that co-invest their own funds in order to
more closely align the interests of the investor and the investment manager. We believe our ability to
co-invest funds alongside the investments of clients” funds will continue to be important as a factor in
retaining and expanding our competitive position. We also believe that our co-investment strategy will
greatly strengthen our ability to continue to raise capital for new investment funds. By creating new
investment funds, and thereby increasing assets under management, we also gain the opportunity to
provide additional services related to the acquisition, financing, property management, leasing and
disposition of such assets. We had $56.9 million co-invested at December 31, 2001.




LaSaile Investment Management’s operations are conducted with teams of professionals dedicated
to achieving client objectives. LaSalle Investment Management establishes investment committees,
which include members with specialized knowledge applicable to the specific underlying investment
strategies. These committees must approve all investment decisions for private market investments.
The investment committee approval process is utilized for both LaSalle Investment Management’s
investment funds and for all of its separate account clients.

LaSalle Investment Management is generally compensated for investment management services for
private equity and debt investments based on initial capital invested, with additional fees tied to
investment performance above benchmark levels. The terms of contracts vary by the form of
investment vehicle involved and the type of service provided. Our investment funds have various life
spans, typically ranging between five and ten years. Separate account advisory agreements generally
have three year terms with "at will" termination provisions and may include compensation
arrangements that are linked to the market value of the assets under management.

Imvestments in Public Equity and Debt Securities. LaSalle Investment Management offers its
clients the ability to invest in separate accounts focused on public real estate equity and debt securities.
LaSalle Investment Management principally invests its clients’ capital in publicly traded securities of
Real Estate Investment Trusts ("REITs") and property company equities and is also active in private
placement investments in publicly traded real estate companies and selected investments in private real
estate companies seeking capital to uitimately gain access to the public markets. As of December 31,
2001, LaSaile Investment Management had $4.3 billion of assets under management in these types of
investments, of which approximately 10 percent was invested in equities outside of the United States.
LaSalle Investment Management is typically compensated by its securities investment clients on the
basis of the market value of assets under management.

Competitive Advantages

We believe that the Jones Lang LaSalle reputation together with our global service platform has
several competitive advantages, which have established us as a leader in the real estate services and
investment management industries. We believe that we are one of the few companies in the real estate
industry that possesses all of the following competitive advantages:

Relationship Orientation. Our client-driven focus enables us to develop long-term relationships
with owners and users of real estate. By developing such relationships, we generate repeat business
and create recurring revenue sources. In many cases we develop a strategic alliance with clients who
have on-going service needs to deliver fuily integrated real estate services across multiple business
units and office locations. Qur relationship management focus is supported by an employee
compensation system, which we believe is unique in the real estate industry. Professionals are
compensated with a salary and bonus plan designed to reward client relationship building, teamwork
and quality performance, rather than on a commission basis, which is typical in the industry.

Full Range of Services. By offering a wide range of high quality, complementary services, we
can combine our services to develop and implement real estate strategies that meet the increasingly
complex needs of our clients. In addition, the cross-selling potential across geographies and product
lines develop revenue sources for other business units within Jones Lang LaSalle.




World-Class Research. We invest in and rely on comprehensive top-down and bottom-up
research to support and guide the development of real estate and investment strategy. The Global
Research Committee oversees and coordinates the activities of more than 170 research professionals
who cover market and economic conditions in 36 countries around the world. Jones Lang LaSalle
produces more than 100 research publications annually. Research will also play a key role in keeping
coileagues across the organization attuned to important events and changing conditions in world
markets. Dissemination of this information to colleagues is facilitated through our new company-wide
intranet. ‘

Geographic Reach. We believe we have established a business presence in the principal real
estate markets, and that we can grow revenues without a substantial increase in infrastructure costs.
With approximately 116 corporate offices on five continents, we possess in-depth knowledge of local
and regional markets and can provide a full range of real estate services around the globe. This
geographic coverage positions us to serve our multinational clients and manage investment capital on a
global basis.

Reputation. Based on our industry knowledge, commissioned marketing surveys, industry
publications and our number of long-standing client relationships, we believe that we are widely
recognized by large corporations and institutional owners and users of real estate as a provider of high
quality, professional real estate services and investment management products. We believe the Jones
Lang LaSaile name recognition and reputation for quality services are significant advantages when
pursuing new business opportunities.

Technology. Based on our industry knowledge and specific client feedback we believe that we
are recognized as an industry leader in the area of technology. We have the capability to provide
sophisticated information technology systems on a global basis.

Industry Trends

Increasing Demand for Global Services; Globalization of Capital Flows. Many corporations,
both those based in the United States and those based in other countries, have pursued growth
opportunities in international markets. This pursuit has increased the demand for global real estate
services, such as corporate property services, tenant representation and leasing and property
management. We believe that this trend will favor those real estate service providers with the
capability to provide services in many markets around the world. Additionally, real estate capital flows
have become more global as more investors seek real estate investment opportunities beyond their
existing borders. This trend has created new markets for investment managers that can facilitate
international real estate capital flows and execute cross-border real estate transactions.

Comnsolidation. The real estate services industry has gone through a significant degree of
consolidation in recent years, although the pace of consolidation has slowed in the last two years. We,
as well as other large real estate service firms engaged in the property management business, believe
that, as a result of substantial existing infrastructure investments and the ability to spread fixed costs
over a broader base of business, it is possible to recognize incrementally higher margins on property
management and corporate property services assignments as the amount of square footage under
management increases.

Large users of commercial real estate services continue to demonstrate a desire for a single source
service provider across local, regional and global markets. The ability to offer a full range of services
on this scale requires significant corporate infrastructure investment, inciuding information technology
and personnel training. Smaller regional and local real estate service firms, with limited resources, are
less able to make such investments.




Growth of Outsourcing. In recent years, outsourcing of professional real estate services on a
global level has increased substantially as corporations have focused corporate resources, including
capital, on their core competencies. In addition, public and other non-corporate users of real estate,
such as government agencies and health and educational institutions, have begun outsourcing real
estate activities as a means of reducing costs. As a result, there are significant growth opportunities for
firms that can provide integrated real estate services across many geographic markets.

Alignment of Interests of Investors and Investment Managers. Institutional investors continue
to allocate significant portions of their investment capital to real estate, and many investors have
shown a desire to commit their capital to investment managers willing to co-invest their own funds
with them on specific real estate investments or in real estate funds. In addition, investors are
increasingly requiring that the fees paid to investment managers be more closely aligned with
investment performance. As a result, we believe that those investment managers with co-investment
capital, such as LaSalle Investment Management, will have an advantage in attracting real estate
investment capital. Co-investment typically brings with it the opportunity to provide additional services
related to the acquisition, financing, property management, leasing and disposition of such investments.

Growth Strategy

We intend to capitalize on our competitive advantages, the opportunities created by our global
platform and broad product and service lines, and our solutions approach to the marketplace to pursue
the following growth strategy:

Expanding Client Relationships. Based on our ability to deliver high quality real estate services
we have been able to successfully leverage discrete client assignments into more comprehensive
relationships utilizing some or all of our business groups. Current industry trends, particularly the
globalization of corporate clients and the increased outsourcing of real estate services on a global
basis, provide a favorable environment for us to increase the scope of our current client relationships
and to develop new relationships through our broad array of services. We intend to expand the
strategic alliance approach we have applied in our Tenant Representation Services unit to the rest of
our business units worldwide.

Strengthening International Presence. With our extensive global platform we plan to add and
expand the services that are highly developed in particular regions/business units to our other
regions/business units. In particular, we have identified markets in Asia that offer strong revenue and
margin growth, and will be leveraging our strengths in Tenant Representation, Project and
Development Management Services, Outsourcing and Capital Markets activities in Australia, Europe
and America to provide the talent to fuel that growth. We will also continue to utilize our strong
relationships with a wide range of corporations in America and Europe to secure opportunities
regionally and globally.

Providing Consistent, High Quality Service. The objective of the Global Client Services unit is
to ensure that the worldwide operations work and interact at the consistently high levels clients have
grown to expect. Through the delivery of consistent, high quality service, we aim to expand our
current client relationships, grow the business organically and further strengthen our name recognition
and reputation.




Pursuing Co-Investment Opportunities. We believe an important growth driver of our business
is our ability to co-invest our funds alongside those of clients. Some investors continue tc favor
investment managers that co-invest their own funds in newly formed investment vehicles in order to
more closely align the interests of the investor and the investment manager. Alsc, by creating new
investment funds, and thereby increasing assets under management, we also gain the opportunity to
provide additional services related to the acquisition, financing, property management, leasing and
disposition of such assets. See Note 8 to the financial statements for a detailed discussion of our co-
investment activity.

Continuing to Develop Technology. Our technology strategy is to provide truly integrated, high
value added information and tools to our clients and employees worldwide by using proven technology
architecture and advancing innovative technology solutions.

Employees

We employ approximately 5,700 professional staff members, 1,500 support perscnnel and 6,500
directly reimbursable property maintenance workers. Approximately 4,600 of our professional staff
and support personnel, and over 3,800 of our directly reimbursable property maintenance workers are
based in countries other than the United States. None of our employees are members of any labor
union with the exception of approximately 630 of our directly reimbursable property maintenance
employees. We have generally had satisfactory relations with our employees.

The goal of our TPM program is to instill in all of our people an unyielding commitment to be the
best: the real estate advisor our clients want to work with and the employer of choice in our industry.
Our objective is to invest in and continue to attract, motivate and retain the best pecple.

Risks to our Business

General economic conditions and real estate market conditions can have a negative impact
on our businmess. We have in the past been, and can expect in the future to be, negatively impacted
by periods of economic slowdown or recession and declines in the demand for real estate. The real
estate market tends to be cyclical and related to the condition of the economy as a whole or, at least,
to the perceptions of investors and users as to the economic outlook. For example, if property owners
believe that an economic downturn is likely to occur in the near future, some may sell their properties
in anticipation. In addition to being impacted by the level of economic activity, the demand for real
estate is impacted by, among other things, interest rate levels and performance of alternative
investments. Negative economic conditions and declines in the demand for real estate in several
markets or in significant markets could have a material adverse effect on our business, results of
operations and financial condition, including as a result of the following factors:

° Decline in acquisition and disposition activity

A decline in acquisition and disposition activity can lead to a reduction in fees and
commissions for arranging such transactions as well as fees and commissions for arranging
financing for acquirers.

° Decline in leasing activity

A decline in leasing activity can lead to a reduction in fees and commissions for arranging
leases, both on behalf of owners and tenants. Additionally, a decline in leasing activity can
lead to a reduction in the demand for, and fees earned from, other services, such as Project
Development Services (managing the build-out of space) and Corporate Property Services
(managing space occupied by clients).
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e Decline in real estate investment activity

A decline in real estate investment activity can lead to a reduction in investment management
fees on the acquisition of property for clients, as well as in fees and commissions for arranging
acquisitions, dispositions and financings.

° Decline in the value 2nd performance of real estate and rental rates

A decline in the value and performance of real estate and in rental rates can lead to a

- reduction in investment management fees (the most significant portion of which generally are
based upon the performance of investments) and the value of co-investments we make with
our investment management clients. Additionally, such declines can lead to a reduction of
fees and commissions which are based upon the value of, or revenues produced by, the
properties with respect to which services are provided, including fees and commissions for

property management and valuations and for arranging acquisitions, dispositions, leasing and
financings.

The international scope of our operations, and our operations in particular regions and
countries, involve a number of risks for our business. The fact that we operate in 33 countries
presents risks for our business in a number of ways. The following table sets forth the revenues
derived from our most significant currencies (based upon 2001 revenues). The euro revenues include
France, Germany, Italy, Ireland, Spain, Portugal, Holland, Belgium and Luxembourg.

Most Significant Currencies on 2 Revenue Basis

2001 2000
United States Dollar 360.0 377.2
United Kingdom Pound 185.0 191.3
Euro 164.0 185.1
Australian Dollar 50.8 57.9
Other currencies 121.9 111.2
Total Revenues 881.7 922.7

If we are unable to successfully manage the risks, including the following, associated with the
international scope of our operations and our operations in particular regions and countries, our
business, operating results and financial condition could be materially and adversely affected.

. Difficulties and costs of staffing and managing international operations

The coordination and management of international operations poses additional costs and
difficulties. We must manage operations in many time zones and involving people with
language and cultural differences. Our success depends on finding and retaining people
capable of effectively dealing with these challenges. We have committed resources to
effectively coordinate our business activities around the world to meet our clients’ needs,
whether they be local, regional or global. Additionally, at any point in time we face
significantly varying economic conditions in various countries and regions where we operate,
and we may experience an operating loss in one or more regions of the world for one or more
periods. Our ability to manage such operational fluctuations and to maintain adequate long-

term strategies in the face of such developments will be critical to our continued growth and
profitability. -
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Curremey restrictions and exchange rate fluctuations

We produce positive flows of cash in various countries and currencies which can be most
effectively used to fund operations in other countries or to repay our indebtedness, which is
primarily denominated in euros and U.S. dollars. We face restrictions in certain countries
which limit or prevent the transfer of funds to other countries or the exchange of the local
currency to other currencies. We also face risks associated with fluctuations in currency
exchange rates which may lead to a decline in the value of the funds produced in certain
jurisdictions.

Additionally, although we operate globally, we report our results in U.S. dollars and thus our
reported results may be negatively impacted by the weakening of currencies against the U.S.
dollar. As an example, the euro, the pound sterling and the Australian dollar, each a currency
used in a significant portion of our operations, weakened significantly against the U.S. dollar
in 2000 and 2001. For the year ended December 31, 2001, on an adjusted basis excluding
non-recurring charges, 46% of our adjusted operating income was attributable to operations
with U.S. dollars as their functional currency, and 54% was attributable to operations having
other functional currencies. In addition to the potential negative impact on reported earnings,
fluctuations in currencies relative to the US dollar may make it more difficult to perform
period-to-period comparisons of the reported resuits of operations.

We are authorized to use currency-hedging instruments, including foreign currency forward
contracts, purchased currency options and borrowings in foreign currency. There can be no
assurance that such hedging will be effective, and an ineffective hedging instrument may
expose us to currency losses.

P@ﬁemﬁaﬁﬂy adverse (aX CONSEqUENCEes

Moving funds between countries can produced adverse tax consequences in the countries from
which and to which funds are transferred as well as in other countries, such as the United
States, in which we have operations. Additionally, as our operations are global, we face
challenges in effectively gaining a tax benefit for costs incurred in one country which benefit
our operations in other countries.

Burden of complying with multiple and potentially conflicting laws and regulations and
dealing with changes in legal and regulatory requirements

We face a broad range of legal and regulatory environments in the countries in which we do
business. Coordinating our activities to deal with these requirements presents challenges.
Additionally, changes in legal and regulatory requirements can impact our ability to engage in
business in certain jurisdictions or increase the cost of doing so. As an example, foreign
ownership restrictions in certain countries, such as Indonesia, India and China, impact both our
ability to engage in certain activities and the structure of our operations.

Greater difficulty in collecting accounts receivable in certain countries and regions
We face challenges to our ability to effectively collect accounts receivable in certain countries
and regions. For example, in Asia, many countries have underdeveloped insolvency laws and

clients often are slow to pay, and in Europe, clients in some countries, particularly Spain, Italy
and France, also tend to delay payments.
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° Political and economic instability

We operate in 33 countries with varying degrees of political and economic stability. For
example, Southeast and East Asia, Russia and Argentina have experienced serious political and
economic instability within the last few years and such instability will likely continue to arise
from time to time in countries in which we have operations.

Real estate services markets are highly competitive. We provide a broad range of commercial
real estate services and there is significant competition, on an international, regional and local level
with respect to many of these services and in commercial real estate services generally. Depending on
the service, we face competition from other real estate service providers, institutional lenders,
insurance companies, investment banking firms, investment managers and accounting firms (any of
which may be a global, regional or local firm). Many of our competitors are local or regional firms,
which although substantially smaller in overall size may be larger in a specific local or regional
market.

We are substantially dependent on long-term client relationships and on revenue received for
services under various service agreements. Many of these agreements are cancelable by the client for
any reason on as little as 30 to 60 days’ notice, as is typical in the industry. If our performance is not
good, we are unable to maintain relationships or we are otherwise unable to retain existing clients and
develop new clients, our business, results of operations and financial condition will be materially
adversely affected.

The seasonality of our business exposes us to risks. Our revenues and profits tend to be
significantly higher in the fourth quarter of each year than the other three quarters. This is a result of
a general focus in the real estate industry on completing transactions by calendar year end and the fact
that certain expenses are constant through the year. Historically, we have reported a small loss in the
first quarter, a small profit or loss in the second and third quarters and a large profit in the fourth
quarter, excluding the recognition of investment generated performance fees. The seasonality of our
business makes it difficuit to determine during the course of the year whether plan results will be
achieved, and thus, to adjust to changes in expectations. Additionally, negative economic or other
conditions which arise at a time when they impact performance in the fourth quarter may have a more
significant impact than if they occurred earlier in the year. To the extent we are not able to identify
and adjust for changes in expectations or we are confronted with negative conditions which impact
inordinately on the fourth quarter of a year, this could have a material adverse effect on our business,
results of operations and financial condition.

We may face lizbility with respect to environmental issues occurring at properties which we
manage, invest in, or deal with. Various laws and regulations impose liability on current or previous
real property owners or operators for the cost of investigating, cleaning up or removing contamination
caused by hazardous or toxic substances at the property. We may face liability under these laws as a
result of our role as an on-site property manager. In addition, we may face liability if such laws are
applied to expand our limited liability with respect to our co-investments in real estate as discussed
below.

Co-investment activities subject us to real estate investment risks and potential lizbilities. An
important part of our investment strategy includes investing in real estate along with our investment
management clients. Investing in this manner exposes us to a number of risks which could have a
material adverse effect on our business, results of operations and financial condition, including as a
result of the following risks:

° We may lose some or all of the capital which we invest if the investments perform poorly.

13




We will have fluctuations in earnings and cash flow as we recognize gains or losses, and
receive cash, upon the disposition of investments which in many cases are not completely in
our control.

. We generally hold our investments in real estate through subsidiaries with limited liability;
however, in certain circumstances it is possible that this limited exposure may be expanded in
the future based upon, among other things, changes in applicable laws or the application of
existing or new laws. To the extent this occurs, our liability could exceed the amount we have
invested.

. We make co-investments in real estate in many ccuntries and this presents risk as described
above in "The international scope of our operations, and our operations in particular regions
and countries, involve a number of risks for our business".

We have indebtedness that could impede our operations and flexibility. At December 31,
2001, we had $222.2 million of indebtedness on a consolidated basis. We have borrowed through a
euro 165 million 9.0% Senior Euro Notes offering and a $275 million revolving credit facility. Our
average outstanding borrowings under the Euro Notes and revolving credit facility were $269.4 million
during 2001, and the effective interest rate was 7.48%.

We need approximately $19.5 million annually to make required interest payments on our Euro
Notes and the outstanding portion of our revolving credit facility. The Euro Notes have a fixed rate of
interest and the revolving credit facility has a variable rate based on the market, plus a margin. The
variable rate and margin features of the revolving credit facility could result in significantly higher
borrowing costs if market interest rates or the margin rise. An increase of 50 basis points in the 2001
average interest rate on the revolving credit facility would have resulted in a $650,000 increase in our
borrowing cost.

The terms of our debt contzin a number of covenants that could restrict our flexibility to finance
future operations or capital needs or to engage in other business activities that may be in our best
interest. The debt covenants limit us in, among other things:

° encumbering or disposing of assets;

° incurring indebtedness;

° engaging in acquisitions; and

° entering into transactions with affiliates.

In addition, the covenants include the maintenance of maximum debt to EBITDA and minimum
liquidity ratios. There are no covenants or triggers related to a change in credit rating or a material
adverse change.

If we are unable to make required payments on the Euro Notes or under the revolving credit
facility or if we breach any of the debt covenants, we will be in defauit under the terms of the
indenture or the revolving credit agreement, as applicable. A default under either agreement could
cause acceleration of repayment of those amcunts as well as defaults under other existing and future
debt obligations.

Regardless of our compliance with the terms of the debt, the existence of the debt could adversely
affect our ability to adjust to changing market conditions or remain competitive with our competitors.
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The Stockholder Agreements, the DEL Stockholder Agreements, the Charter and the
Amended Bylaws of Jones Lang LaSalle and the Maryland Genreral Corporate Law could delay,
defer or prevent a change of control. The Stockholder Agreements and the DEL Stockholder
Agreements entered into in connection with the merger and the charter and bylaws of Jones Lang
LaSalle include provisions that may discourage, delay, defer or prevent a takeover attempt that may be
in the best interest of stockholders of Jones Lang LaSalle and may adversely affect the market price of
our common stock. The Stockholder Agreements and the DEL Stockholder Agreements require each
of the parties thereto to vote ali shares of Jones Lang LaSaile common stock owned or controlled by
such stockholder:

. for persons nominated by the our board of directors pursuant to the amended bylaws;
and
° in accordance with the recommendations of a majority of the our of directors on all

matters (1) submitted to the vote of the stockholders of Jones Lang LaSalle which
have been proposed by any stockholder as to which the board of directors has
recommended against approving and (2) relating to any merger, sale of ali or
substantially all of our assets, or any similar transactions as to which the board of
directors has recommended against approving.

Additionally, the Stockholder Agreements and DEL Stockholder Agreements require the persons
bound by them to take reasonable actions to assure that they do not transfer shares to a person, which
is, or would as a result of the transfer become, the owner of 5% or more of the outstanding Jones
Lang LaSalle common stock. This requirement does not apply to the extent shares are sold in
accordance with certain securities regulations. As a result, during the term of the Stockholder
Agreements and the DEL Stockholder Agreements, as long as persons who hold a significant number
of our issued and outstanding common stock continue to be bound by these agreements, the board of
directors recommendations regarding director nominees to the board, sale or merger transactions and
all stockholder proposals will have the benefit of these provisions. The persons bound by the
Stockholder Agreements and DEL Stockholder Agreements hold, as of March 15, 2002, approximately
30% of the issued and outstanding shares of Jones Lang LaSalle common stock.

In addition, pursuant to the charter of Jones Lang LaSalle, we have a classified board of directors,
pursuant to which directors are divided into three classes, with three-year staggered terms. The
classified board provision could increase the likelihood that, in the event an outside party acquired a
controlling block of our capital stock or initiated a proxy contest, incumbent directors nevertheless
would retain their positions for a substantial period, which may have the effect of discouraging,
delaying or preventing a change in control of jones Lang LaSalle. In addition, the charter and bylaws
provide for:

. the ability of the board of directors to establish one or more classes and series of capital stock
including the ability to issue up to 10,000,000 shares of preferred stock, and to determine the

price, rights, preferences and privileges of such capital stock without any further stockholder
approval;

o a requirement that any stockholder action taken without a meeting be pursuant to unanimous
written consent; and

. certain advance notice procedures for Jones Lang LaSalle stockholders nominating candidates
for election to the Jones Lang LaSalle board of directors.
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Under the Maryland General Corporate Law (the "MGCL"), certain "Business Combinations"
(including a merger, consoclidation, share exchange or, in certain circumstances, an asset transfer or
issuance or reclassification of equity securities) between a Maryland corporation and any person who
beneficially owns 10% or more of the voting power of the corporation’s shares or an affiliate of the
corporation who, at any time within the two-year period prior to the date in question, was the
beneficial owner of 10% or more of the voting power of the then-cutstanding voting stock of the
corporation (an "Interested Stockholder") or an affiliate of the Interested Stockholder are prohibited for
five years after the most recent date on which the Interested Stockholder became an Interested
Stockholder. Thereafter, any such Business Combination must be recommended by the board of
directors of such corporation and approved by the affirmative vote of at least (1) 80% of the votes
entitled to be cast by holders of outstanding voting shares of the corporation and (2) 66-2/3% of the
votes entitled to be cast by holders of outstanding voting shares of the corporation other than shares
held by the Interested Stockholder with whom the Business Combination is to be effected, unless,
among other things, the corporation’s stockholders receive a minimum price (as defined in the MGCL)
for their shares and the consideration is received in cash or in the same form as previously paid by the
Interested Stockholder for its shares. Pursuant to the MGCL, these provisions also do not apply to
Business Combinations, which are approved or exempted by the board of directors of the corporation
prior to the time that the Interested Stockholder becomes an Interested Stockholder.

The provisions of the agreements described above, as well as our charter and bylaws, and the

MGCL, could discourage bids for common stock as well as adversely affect the market price of our
common stock.,
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ITEM 2. PROPERTIES

Our principal holding company headquarters are located at 200 East Randolph Drive, Chicago,
Illinois, where we currently occupy over 100,000 square feet of office space pursuant to a lease that
expires in February 2006. Our principal operational headquarters are located at 22 Hanover Square,
London, England where approximately 83,000 square feet are leased under a lease expiring in June
2004. Regional headquarters are located in Chicago, London and Singapore. We have approximately
116 local offices worldwide located in most major cities and metropolitan areas as follows: 38 offices
in the Americas (including 29 in the United States), 49 offices in 17 countries in Europe and 29
offices in 11 countries in Asia Pacific. Our offices are each leased pursuant to agreements with terms
ranging from month-to-month to ten years. In addition, we have property and other offices located

throughout the world. On-site property management offices are generally located within properties that
we manage and are provided without cost.

ITEM 3. LEGAL PROCEEDINGS

We are a defendant in various litigation matters arising in the ordinary course of business, some of
which involve claims for damages that are substantial in amount. Many of these matters are covered
by insurance. We believe the ultimate resolution of such litigation will not have a material adverse
effect on our financial position, resuits of operations or liquidity.

In the third quarter of 2001 we established reserves which we believe are adequate to cover our
exposures resulting from the insolvencies of HIH Insurance Ltd. ("HIH") and Independent Insurance
("Independent"), two of our insurance providers. These reserves totalled $1.9 million, of which $1.6
million related to HIH, and $0.3 million related to Independent. HIH provided public liability
coverage to the Australian operations of JLW for the years from 1994 to 1997, which coverage would
typically provide protection against, among other things, personal injury claims arising out of accidents
occurring at properties for which we had property management responsibilities. Due to the nature of
the claims covered by this insurance, it is possible that future claims may be made. Independent has
provided professional liability coverage for a number of years to our Europe and Asia Pacific OOS
segments and the Europe region of our Investment Management segment.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of Jones Lang LaSalle’s stockholders during the fourth
quarter of 2001.
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PART £

ITEM S. MARKET FOR REGISTRANT’S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS

Our Common Stock is listed for trading on the New York Stock Exchange under the symbol
ll]’LL."

As of March 15, 2002, there were approximately 3,800 beneficial holders of our Common Stock.

The following table sets forth the high and low sale prices of our Common Stock as reported on
the New York Stock Exchange.

2001 High Low
First Quarter . .. ... .. i e $16.24 $12.20
Second QUarter . .. ... i it e $14.05 $12.25
Third Quarter ... ... ... it . $15.65 $12.50
Fourth Quarter ... .. ... ... ... $18.20 $13.25

20060 High Low
First QUuarter . .. .. ..ot ittt $15.50 $10.06
Second QUATET . .. ..\ it $16.00 $13.38
Third Quarter . ... ... . . . e $15.13 $11.63
Fourth Quarter ........ .. ..., $14.00 $12.25

We have not paid cash dividends on our common stock to date. We intend to retain our earnings
to support the expansion of the business and therefore we do not intend to pay cash dividends for the
foreseeable future. Any payment of future dividends and the amounts thereof will be at the discretion
of the Board of Directors and will depend upon our financial condition, earnings and other factors
deemed relevant by the Board of Directors.

Transfer Agent
Computershare Investor Services

2 North LaSalle Street
Chicago, Illinois 60602
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ITEM 6. SELECTED FINANCIAL DATA (UNAUDITED)

The following table sets forth our summary historical consolidated financial data. The information
should be read in conjunction with our consolidated financial statements and related notes and
"Management’s Discussion and Analysis of Financial Condition and Results of Operations” included
elsewhere herein.

Year Ended December 31,

2001 2000
2001 2000 1999 1998 1997 Adjusted _Adjusted
(in thousands, except share data)

Statement of Operations Data:

Total revenue (1) ... .. .. $ 881,676 922,708 755,439 304.464 224773 881,676 922.708
Operating income (loss) . . . 12,959 6,403 (71,303) 37,842 35,114 12,959 6,403
Interest expense ........ 20,156 27,182 18,211 4,153 3,995 20,156 27.182
Eamings (loss) before

provision for income

taxes and minority

interest .. ............ (7,197) (20,779) (89,514) 33,689 31,119 (7,197) (20,779)
Net provision for income

taxes . .............. 7,986 22,053 5,328 13,224 5,279 7,986 22,053
Minority interest in

earnings (losses) of

subsidiaries . .. ........ 228 @2n - -- - 228 (21)

Earnings (loss) before

cumulative effect of

change in accounting

principle . .. ..... . .... (15,411) (42,811) (94,842) 20,465 25,840 (15,411) (42,811)
Cumulative effect of

change in accounting

principle ... .......... - (14.249) - - - - (14.249)
Net earnings (loss) ...... $ (541D (57.060) (94,842) 20,465 25,840 (15.411) (57,060)

Basic earnings (loss)

per common share before

cumulative effect of

change in accounting

principle (2) .......... $ (0.51) (1.72) (4.20) 1.26 1.50

Cumulative effect of change
in accounting principle . . . -- (0.58) -- .- --

Basic earnings (loss)
per common share (2) ... $ (0.51) (2.30) (4.20) 1.26 1.50

Basic weighted average
shares outstanding . . .. .. 30,016,122 24.851.823 22607350 16215478 16,200,000

Diluted earnings (loss)

per common share before

cumulative effect of

change in accounting

principle 2) .......... $ (0.51) (1.72) (4.20) 1.25 1.49

Cumulative effect of change
in accounting principle . . . -- (0.58) -- - -

Diluted earnings (loss)
per common share (2) ... $ (0.51) (2.30) (4.20) 1.25 1.49

Diluted weighted average
shares outstanding . . . . .. 30,016,122 24,851,823 22,607,350 16387.721 16,329,613
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Year Ended December 31,

2001 2000
2001 2000 1999 1998 1997 Adjusted _Adjusted

(in thousands, except share data)
Adjustments (3):

Non-recurring and

restructuring charges . ... 77,232 85,795
Tax benefit associated

with non-recurring and

restructuring charges . ... (21,323) (2,513)
Cumulative effect of change

in accounting principle . . . - 14.249
Adjusted net eamnings (4) . . 40,498 40,471
Other Data:

Adjusted EBITDA (5) .... $ 116,774 61,318 44,207 136,999 135,228
Ratio of earnings to fixed

charges (6) ........... 0.80X 0.19X - 5.54X 5.88X 2.85X 2.50X
Cash flows provided by

(used in):

Operating activities . . . . . 54,103 140,340 (18,227) 23,000 40,577 54,103 140,340

Investing activities ... .. (32,549) (66,590) (80,867) (239,096) (14,126) (32,549) (66,590)

Financing activities . . . . . (29,951) (78,215) 105,461 202,377 (3,128) (29,951) (78,215)
Investments under

management (7) ....... 22,200,000 22,500,000 21,500,000 14,200,000 14,700,000 22,200,000 22,500,000
Total square feet under

management (8) ....... 725,000 700,000 700.000 400,500 202,700 725,000 700,000
Balance Sheet Data:

Cash and cash equivalents .  $ 10,446 18,843 23,308 16,941 30,660

Total assets . .......... 835,727 914,045 924,800 490,921 219,887

Total debt . ........... 222,119 249,947 322,386 202,923 -

Total liabilities . ... ... .. 521,346 581,707 600,864 321,349 72,990

Total partners’ capital/

stockholders’ equity . . .. 314,381 332,338 323,936 169,572 146,897
1 Certain prior year amounts were reclassified to conform with current presentation.
2) Basic and diluted earnings per common share for 1997 are calculated based on net earnings for the period from conversion
to corporate form, July 22, 1997, through December 31, 1997.
(3) Adjustments include (i) the removal of non-recurring and restructuring charges incurred in the year ended December 31,

2001, (ii) the removal of merger related non-recurring charges in the year ending December 31, 2000 consisting of
compensation expense associated with the issuance of shares of our common stock to former employees of Jones Lang
Wootton, and (iii) the cumulative effect of change in accounting principle in connection with the adoption of SAB 101 in
the year ended December 31, 2000.

4 We believe that Adjusted Net Earnings is useful to investors as a measure of operating performance, cash generation and
ability to service debt. However, Adjusted Net Earnings should not be considered as an alternative either to: (i) net
earnings (determined in accordance with GAAP); (ii) operating cash flow (determined in accordance with GAAP); or (iii)
liquidity.

%) Adjusted EBITDA represents earnings before interest expense, income taxes, depreciation and amortization and excludes
Minority Interests in EBITDA. 2001 Adjusted EBITDA excludes non-recurring and restructuring charges. 2000 Adjusted
EBITDA excludes merger related non-recurring charges and the cumulative charge related to the adoption of SAB 101.

We believe that Adjusted EBITDA is useful to investors as a measure of operating performance, cash generation and ability
to service debt. However, Adjusted EBITDA should not be considered as an alternative either to: (i) net earnings
(determined in accordance with GAAP); (ii) operating cash flow (determined in accordance with GAAP); or (iii) liquidity.

6) For purposes of computing the ratio of earnings to fixed charges, earnings represents net earnings (loss) before income
taxes plus fixed charges, less capitalized interest. Fixed charges consist of interest expense, including amortization of debt
discount and financing costs, capitalized interest and one-third of rental expense which we believe is representative of the
interest component of rental expense. Due to the merger related non-recurring charges, earnings were insufficient to cover
fixed charges by $89.5 million for the year ended December 31, 1999.

(7) Investments under management represent the aggregate fair market value or cost basis of assets managed by our Investment
Management segment as of the end of the periods reflected.

(8) Represents the total square footage of properties for which we provided property management and leasing or corporate
property services as of the end of the periods reflected.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the Selected Financial
Data and Consolidated Financial Statements, including the notes thereto, appearing elsewhere in this
Form 10-K. The following discussion and analysis contains certain forward-looking statements which
are generally identified by the words anticipates, believes, estimates, expects, plans, intends and other
similar expressions. Such forward-looking statements involve known and unknown risks, uncertainties
and other factors which may cause Jones Lang IaSalle’s actual results, performance, achievements,
plans and objectives to be materially different from any future results, performance, achievements,
plans and objectives expressed or implied by such forward-looking statements. See Cautionary Note
Regarding Forward-Looking Statements below.

Management’s Discussion and Analysis is presented in five sections. The first section is a
summary of our critical accounting policies. The second section discusses certain items affecting the
comparability of results and certain market and other risks that we face. The third section analyzes the
Results of our Operations, first on a consolidated basis and then for each of our business segments.
The final two sections address Consolidated Cash Flows and Liquidity and Capital Resources.

Summary of Critical Accounting Policies

An understanding of our accounting policies is necessary for a complete analysis of our results,
financial position, liquidity and trends. We focus your attention on the following:

Principles of Consolidation - Our financial statements include the accounts of Jones Lang LaSalle
and its majority-owned-and-controlled affiliates. All material intercompany balances and transactions
have been eliminated in consolidation. Investments in unconsolidated affiliates over which we
exercise significant influence, but not control, are accounted for by the equity method. Under this
method we maintain an investment account, which is increased by contributions made and our share of
net income of the unconsolidated affiliates, and decreased by distributions received and our share of
net losses of the unconsolidated affiliates. Our share of each unconsolidated affiliate’s net income or
loss, including gains and losses from capital transactions, is reflected on our statement of earnings as
"equity in earnings from unconsolidated ventures." Investments in unconsolidated affiliates over
which we are not able to exercise significant influence are accounted for under the cost method.
Under the cost method our investment account is increased by contributions made and decreased by
distributions representing return of capital. Distributions of income are reflected as "equity in earnings
from unconsolidated ventures".

Revenue Recognition - We recognize advisory and management fees in the period in which we
perform the service. Transaction commissions are recognized as income when we provide the service
uniess future contingencies exist. If future contingencies exist, we defer recognition of this revenue
until the respective contingencies are released. Development management fees are generally
recognized as billed, which we believe approximates the percentage of completion method of
accounting. Incentive fees are generally tied to some form of contractual milestone and are recorded
in accordance with the specific terms of the underlying compensation agreement. The Securities and
Exchange Commission’s Staff Accounting Bulletin (SAB) No. 101, Revenue Recognition, provides
guidance on the application of generally accepted accounting principles to selected revenue recognition
issues. We believe that our revenue recognition policy is appropriate and in accordance with
accounting principles generally accepted in the United States of America and SAB No. 101. We
implemented SAB 101 in 2000 and this is discussed more fully in Note 16 to the Financial Statements.
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We estimate the allowance necessary to provide for uncollectible accounts receivable. This
estimate includes specific accounts for which payment has become unlikely. This estimate is also
based on historical experience, combined with a careful review of current developments and with a
strong focus on credit control.

Asset Impairment - We apply SFAS No. 121, Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of, to recognize and measure impairment of long-
lived assets. We review long-lived assets, including investments in real estate ventures, intangibles and
property and equipment for impairment whenever events or circumstances indicate that the carrying
value of an asset may not be recoverable. The review of recoverability is based on an estimate of the
future undiscounted cash flows expected to be generated by the asset. If impairment exists due io the
inability to recover the carrying value of an asset an impairment loss is recorded to the extent that the
carrying value exceeds estimated fair value.

During 2001, we reviewed our e-commerce investments on an investment by investment basis,
evaluating actual business performance against original expectations, projected future performance and
associated cash flows, and capital needs and availability. As a result of this evaluation, we determined
that our investments in e-commerce were impaired, and took a charge of $18.0 million (including
contractual commitments of $0.4 million, to be funded in 2002) during 2001 to fully write off these
investments.

In the third quarter of 2001, we finalized our decision to exit the non-strategic residential land
investment business in the Americas region of the Investment Management segment. We have begun
a process of significantly reducing our ongoing involvement in the day to day management of our
associated co-investments and are actively seeking and reviewing opportunities to exit these co-
investments. The charges associated with the exiting of the residential land investment businesses
consists of an impairment provision of $3.5 million against the carrying value of certain residential
land co-investments where we have determined that we intend to no longer fund beyond contractual
commitments. The balance sheet value of these residential land co-investments at December 31, 2001
was $4.2 million. In addition, we have provided guarantees of $3.7 million, offset by a cross
guarantee from another investor of $2.0 million.

In the last six months of 2001, and in response to the global economic slowdown, we implemented
a broad based restructuring of our worldwide business. This restructuring included the closing,
downsizing and consolidation of offices in all parts of our business. The cost of these actions,
including the write off of leasehold improvements and provision against future lease costs for
abandoned space was $8 million. In addition, approximately $500,000 of goodwill was impaired in
Europe as a result of our decision to exit certain businesses in certain countries.

The Asia Pacific business is undergoing a realignment from a traditional geographic structure to
one that is managed according to business lines. Included in this realignment was a decision to
restructure our operations to exit an arrangement with a third party in Indonesia. This decision
resulted in the write off of a $1 million receivable from this third party.
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Income Taxes - We account for income taxes under the asset and liability method. Because of
the global and cross border nature of our business, our corporate tax position is complex. We
generally provide taxes in each tax jurisdiction in which we operate based on local tax regulations and
rules. Such taxes are provided on net earnings and include the provision of taxes on substantively all
differences between accounting principles generally accepted in the United States of America and tax
accounting, excluding certain non-deductible items and permanent differences. Our income tax
expense reflects our best estimate of the ultimate deductibility of certain of our expenses for tax
purposes.

Based on our historical experience and future business plans we do not expect to repatriate our
foreign source earnings to the United States. As a result, we have not provided deferred taxes on such
earnings or the difference between tax rates in the United States and the various foreign jurisdictions
where such amounts were earned. Further, there are various limitations on our ability to utilize
foreign tax credits on such earnings when repatriated. As such, we may incur taxes in the United
States upon repatriation without credits for foreign taxes paid on such earnings. We have established
valuation allowances against the possible future tax benefits of current losses where expected future
taxable income does not support the realization of the deferred tax assets. At December 31, 2001 we
had valuation allowances of $12.1 million.

Commitments and Contingencies - We are subject to various claims and contingencies related to
lawsuits, taxes and environmental matters as well as commitments under contractual obligations. We
recognize the liability associated with commitments and contingencies when a loss is probable and
estimable. Our contractual obligations relate to the provision of services by us in the normal course of
our business.

Accounting for Business Combinations - We have historically grown through a series of
acquisitions and one substantial merger. As a result of this activity, and consistent with the services
nature of the businesses we acquired, the largest asset grouping on our balance sheet is the $328.2
million of Intangibles resulting from business acquisitions and the JLW merger. Historically we have
amortized these over their estimated useful lives (generally eight to 40 years). SFAS 142, which we
will adopt January 1, 2002 requires that we cease amortizing the goodwill element of these intangibles,
which is $306 million. This will reduce our annual amortization expense by $10 million. We are
currently evaluating the effects of adopting SFAS 142, but do not believe that adoption will result in
any significant impairment charge against goodwill.

Items Affecting Comparability
Non-recurring and Restructuring Charges

In 2001, we incurred $77.2 million of non-recurring and restructuring charges ($55.9 million after
tax) (herein after referred to as "non-recurring charges"). Non-recurring charges include the $18.0
million impairment of our investments in e-commerce and reserves of $1.9 million related to insolvent
insurance providers, primarily an exposure of $1.6 million related to claims arising from 1994 to 1997
in Australia. In addition, in response to the general global economic slowdown and persistent difficult
conditions in Asia Pacific, we implemented a broad based restructuring of our giobal business with a
particular focus on realigning the way we go to market in Asia Pacific. This restructuring, which we
expect to reduce worldwide head count by 650 people, involves exiting certain non-strategic business
lines and the closure, downsizing or consolidation of offices in all parts of our business. We have
incurred $13.4 million of asset impairment related charges and $43.9 million of severance and other
costs associated with the business realignment and restructuring. The non-recurring and restructuring
charges are more fully discussed in Note 6 to our financial statements.
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Acguisitions and Merger

We have grown by expanding our client base and the range of services and products we offer. In
addition, we have made a series of strategic acquisitions since the Initial Public Offering of LaSalle
Partners Incorporated in 1997 and also entered into the merger with the Jones Lang Wootton
companies ("JLW™).

On March 11, 1999, LaSalle Partners Incorporated and JLW merged their businesses. JLW was
an employee-owned international real-estate services firm with approximately 4,000 employees with
operations in 32 countries. The JLW operations had approximately 280 million square feet and $6.3
billion in assets under management. We incurred merger related transition and integration costs of
$27.0 million, on an after-tax basis, in 1999. No merger related transition and integration costs were
incurred in 2000. Approximately 48% of the shares issued to employees of the former JLW
operations as part of the merger were accounted for as compensation expense or deferred
compensation expense to the extent they were subject to forfeiture or vesting provisions. We incurred
non-cash, merger-related stock compensation expense of $99.8 million in 1999 and $83.3 million in
2000, on an after-tax basis. As of December 31, 2000, all merger-related stock compensation was
expensed and all forfeiture and vesting provisions were removed.

QOur financial statements include the results of the JLW businesses on a consolidated basis from
the transaction date.

Adoption of Staff Accounting Bulletin 101, Reverue Recognition in Financial Statements
("SAB 101")

We adopted the provisions of SAB 101 in the fourth quarter of 2000, effective as of January 1,
2000. This adoption is described more fully in Note 16 to the financial statements. As a result of
implementing SAB 101, we recorded an after-tax charge to earnings representing a cumulative change
in accounting principle effective January 1, 2000 of $14.2 million. During calendar year 2000, the net
impact of SAB 101 was to increase our after-tax net loss by $2.9 million.

The adoption of SAB 101 does not impact the amount of earnings that we ultimately recognize,
nor does it impact the timing or amount of cash flow we receive. For further discussion of SAB 101
refer to Note 16 to the Financial Statements.

Gain on Sale of Construction Management Business

In 1999, we recognized a gain of $7.5 million on the 1996 sale of our Construction Management
business to a former employee. This transaction is described more fully in Note 4 to the financial
statements.

LaSalle Investment Management Incentive Fees

Our Investment Management business is in part compensated through the receipt of incentive fees
where investment performance exceeds agreed benchmark levels. Depending upon performance, these
fees can be significant and will generally be recognized when agreed events or milestones are reached.
These fees may also be structured in a variety of ways. This may mean we record them as equity
earnings for financial reporting purposes. For example, in 2000, we recognized $10.3 million in fees
and equity earnings related to the partial liquidation of a fund invested in French property. In 2001,
we recognized incentive fees of $14.4 million as the result of the disposition of a hotel investment.
The timing of recognition will impact comparability between quarters, in any one year, or compared to
a prior year. We believe that given the scope of our co-investment portfolio, we would expect that in
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any year incentive fees would be triggered in some funds and that this would facilitate year on year
comparability. However, comparability year on year may be impacted by these fees.

New Accounting Standards

Derivatives and Hedging

In June 1998, the Financial Accounting Standards Board ("FASB") issued Statement of Financial
Accounting Standards No. 133, Accounting for Derivative Instruments and Hedging Activities
("SFAS 133"). SFAS 133, as amended by SFAS 137 and SFAS 138, was effective for us in the fiscal
year beginning January 1, 2001. The effect of implementing SFAS 133 did not have a material
impact on our consolidated financial statements.

Business Combinations and Geodwill and Other Intangible Assets

In July 2001, the FASB issued Statement No. 141, Business Combinations, ("SFAS 141") and
Statement No. 142, Goodwill and Other Intangible Assets ("SFAS 142"). SFAS 141 requires that the
purchase method of accounting be used for all business combinations completed after June 30, 2001.
We have not completed any acquisitions after June 30, 2001. SFAS 142 requires that goodwill and
intangible assets with indefinite useful lives no longer be amortized, but instead they must be tested
for impairment at least annually in accordance with the provisions of SFAS 142. SFAS 142 also
requires that intangible assets with definite useful lives be amortized over their respective estimated
useful lives to their estimated residual values and reviewed for impairment in accordance with SFAS

No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be
Disposed Of ("SFAS 121").

We adopted the provisions of SFAS 141 immediately, and will adopt SFAS 142 effective January
1, 2002. The adoption of SFAS 141 had no impact on our consolidated financial statements. We
have $328.2 million of unamortized intangibles as of January 1, 2002, which will be subject to the
transition provisions of SFAS 142.

Approximately $306 million of this is goodwill with an indefinite useful life and we will cease to
amortize this goodwill from January 1, 2002. This will save us approximately $10 million in
amortization expense in 2002. There is approximately $1 million of negative goodwill and this will be
credited to the 2002 income statement as the cumulative effect of a change in accounting principle.

We believe the remaining $23 million of intangibles have definite useful lives and they will be
amortized over their remaining definite useful life. Because of the extensive effort needed to comply
with adopting SFAS 142, we cannot reasonably estimate the overall impact, if any, of adopting it on
our financial statements at the date of this report, including whether we will be required to recognize
any transitional impairment losses as the cumulative effect of a change in accounting principle.
Although we are currently in the process of evaluating the effects of adoption and thus no assurance of
the impact can be given, we currently do not believe that adoption will result in any significant
impairment charge against goodwill. Other than the prospective non-amortization of goodwill, which
will result in a non-cash improvement in operating resuits, we do not expect the adoption to have a
material effect on our revenue, operating results or liquidity.
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Market and Other Risk Factors
Market Risk

The principal market risks (i.e., the risk of loss arising from adverse changes in market rates and
prices) to which we are exposed are:

° Interest rates on the multi-currency credit facility
° Foreign exchange risks

In the normal course of business, Jones Lang LaSalle manages these risks through a variety of
strategies, including the use of hedging transactions using various derivative financial instruments such
as foreign currency forward contracts. We do not enter into derivative or interest rate transactions for
trading or speculative purposes. v

Interest Rates

We centrally manage our debt, considering investment opportunities and risks, tax consequences
and overall financing strategies. We are primarily exposed to interest rate risk on the $275 million
revolving multi-currency credit facility due in September 2004, that is available for working capital,
co-investments, capital expenditures and acquisitions. This facility bears a variable rate of. interest
based on market rates. The interest rate risk management objective is to limit the impact of interest
rate changes on earnings and cash flows and to lower the overall borrowing costs. To achieve this
objective, in the past we have entered into derivative financial instruments such as interest rate swap
agreements when appropriate and may do so in the future. We entered into no such agreements in the
year ended December 31, 2001 and as of December 31, 2001, we had no interest rate swap agreements
outstanding.

The effective interest rate on our debt was 7.48% in 2001 compared with 8.42% in 2000. The
decrease in the effective interest rate is due to reduced revolver borrowings at declining market interest
rates, offset by the higher fixed interest rate of 9.0% associated with the Euro Notes, which were
issued July 26, 2000.

A one percentage point increase, to 8.48%, in the effective interest rate would have increased our
net interest expense by $2.7 million in 2001.

Foreign Exchange

Our revenues outside of the United States totaled 59% of our total revenues in 2001. Operating in
international markets means that we are exposed to movements in these foreign exchange rates,
primarily the British pound (21% of 2001 revenues) and the euro (19% of 2001 revenues). Changes
in these foreign exchange rates would have the largest impact on translating our international
operations results into U.S. dollars.

The British pound expenses incurred as a result of both our worldwide operational headquarters
and our regional headquarters being located in London act as a partial operational hedge against our
translation exposure to the British pound. A 10% change in the average exchange rate for the British
pound in 2001 would have impacted our pre-tax net operating income by approximately $1.9 million.
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The interest on the euro 165 million of notes we issued during 2000 acts as a partial hedge against
the translation exposure on our eurc denominated earnings. A 10% change in the average exchange
rate for the euro in 2001 would have impacted our pre-tax net operating income by approximately $3.0
million. This impact was mitigated by the interest expense on the Euro Notes, which is payable in
euros. The net impact on our earnings before tax of a 10% change in the average exchange rate for
the euro in 2001 would have been $1.6 million.

We enter into forward foreign currency exchange contracts to manage currency risks. At
December 31, 2001, we had forward exchange contracts in effect with a notional value of $108.2
million with a market value of (§159,000).

Seasonality

Historically, our revenue, operating income and net earnings in the first three calendar quarters are
substantially lower than in the fourth quarter. Other than for Investment Management, this seasonality
is due to a calendar year end focus on the completion of real estate transactions. This focus is
generally consistent with the real estate industry. The Investment Management segment earns
performance fees on clients’ returns on their real estate investments. Such performance fees are
generally earned when the asset is disposed of, the timing of which we do not have complete
discretion over.

We expense non-variable operating expenses as they are incurred during the year, which is
relatively constant on a quarterly basis.

Euro Conversion Issues

On January 1, 1999, certain member countries of the European Union fixed conversion rates
between their existing currencies ("legacy currencies") and one common currency - the euro. For a
three-and-one-half-year transition period, non-cash transactions may be denominated in either the euro
or in the legacy currency. After July 1, 2002 the euro will be the sole legal tender for these countries.

In January 2002, we converted our legacy currency general ledgers to the euro. There has been no
adverse impact resulting from this conversion. We are continuing to evaluate the potential impact of
euro related issues on information systems, currency exchange rate risk and other business activities,
but we do not expect the impact of euro conversion to be material to us. There can be no assurance
that external factors will not have a material adverse impact on our operations.
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Resuits of Operations

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000
Consolidated Review
Revenue

Total revenue, after elimination of intersegment revenue, was $881.7 million in 2001, a reduction
of $41.0 million, or 4.4%, from reported 2000 revenue of $922.7 million. The decrease in revenue in
2001 is the result of the slowdown in the global economy, which has significantly reduced the pace of
transaction activity. In addition, reported US dollar revenues have been adversely impacted by $20
million in 2001 as compared to 2000 because of the relative strength of the US dollar against the key
currencies in which we operate, primarily the euro, pound sterling and the Australian dollar. The
negative impact of the global economic slowdown and the strength of the US dollar has been partially
mitigated by growth in our management services revenue.

Operating Expenses

Total operating expenses in 2001, after elimination of intersegment expenses and excluding the
effect of non-recurring charges, decreased by $39.0 million to $791.5 million. This is 4.7% below
2000 operating expenses of $830.5 million after excluding merger related stock compensation. The
decrease in operating expenses from the prior year is primarily the result of reduction in incentive
compensation of $51.8 million (inciuding a $3.5 million reduction in the allocated departments of
Corporate Overhead, Global Client Services and Global Consulting) partly offset by increases in
headcount and associated expenses, primarily in the first nine months of the year, in the regions of
America and Europe to service new business. The $7.6 million, or 3.7%, reduction in operating,
administrative and other expenses in 2001 is a result of the intense focus on discretionary cost
containment that we implemented as the depth and scope of the economic slowdown became more
apparent. The strengthening US dollar against the key currencies in which we operate (the euro,
pound sterling and the Australian dollar) reduced the US dollar reported operating expenses by $20
million over last year.

The non-recurring charges in 2001 of $77.2 million include the write-down of investments in e-
commerce, reserves against potential liabilities associated with the bankruptcy of two insurance
providers and severance and asset impairment costs associated with the global restructuring program,
including the exiting of certain non-strategic business lines and the realignment of our Asia Pacific
business along client and business lines. These charges are described more detail in Note 6 to the
financial statements. Non-recurring charges for 2000 consist of merger related non-cash compensation
expense of $85.8 million associated with the issuance of shares to former employees of JLW.

Operating Income

In 2001, operating income before non-recurring charges was $90.2 million, as compared to $92.2
million in 2000. Operating income, excluding non-recurring charges, was 10.2% of revenue for 2001,
as compared to 10.0% of revenue in 2000. The small change year over year in operating income
before non-recurring charges is the result of the reduced revenue due to the slowdown in the global
economy, offset by reduced expenses as a result of lower incentive compensation and a focus on
discretionary costs.
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The delivery of a constant operating income before non-recurring charges, despite the 4.4%
reduction in revenues was driven by our fiexible business model. Cur bonus driven incentive
compensation structure aligns our compensation with the achievement of client objectives and with the
achievement of both non-financial and financial objectives at the operating unit, segment and firm
levels. This alignment with financial objectives has resulted in the significant decline in incentive
compensation expense for the year.

Including the effects of the non-recurring charges, operating income in 2001 was $13.0 million, as
compared to $6.4 miliion in 2000.

Interest Expense

Interest expense, net of interest income, decreased by $7.0 million, to $20.2 million in 2001, from
$27.2 million in 2000. This decrease in interest expense is the result of lower average borrowings and
lower overall interest rates on revolver borrowings, partially offset by the higher 9% fixed interest rate
on the euro 165 million notes, issued July 26, 2000, and the increase in amortization of debt issuance
costs. Our average debt level for 2001 was $269.4 million, with an effective interest rate of 7.48%, as
compared to $325.6 million, with an effective interest rate of 8.42% for 2000.

Provision for Income Taxes

The provision for income taxes was $8.0 million in 2001, as compared to a provision of $22.1
miliion in 2000. The $14.1 million reduction in provision is due to the combination of; 1) $18.8
million increased tax benefit in 2001 related to the non-recurring charges in 2001 being largely tax
deductible, compared to the non-recurring charges in 2000 being largely non-deductible, 2) $1.9
million increase in tax provision related to increased eamings before tax in 2001 compared to 2000,
and 3) $2.8 million due to the 4% increase in effective tax rates on an operational basis, to 42% in
2001 from 38% in 2000.

On an operational basis (excluding non-recurring charges), we achieved a 38% effective tax rate in
2000. As a result of a shift in income mix such that a greater proportion of our income was earned in
jurisdictions with high tax rates, our effective tax rate on operational activities increased to 42% in
2001. As mentioned above, non-recurring charges were separately tax-effected based on the projected
tax deductibility of these items.

Net Income/Loss

Our 2001 net earnings, excluding non-recurring charges and the cumulative effect of change in
accounting principle in 2000, were unchanged from 2000 at $40.5 million.

Including the effect of non-recurring charges of $77.2 million, our net loss for 2001 was $15.4
million. Including the effects of non-recurring charges of $85.8 million and a net charge of $14.2
million for the cumulative effect of a change in accounting principle related to the adoption of
SAB 101, our net loss for 2000 was $57.1 million.
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Business Segments

We manage our business along a combination of geographic and functional lines. Operations are
reported as four business segments: the three geographic regions of Owner and Occupier Services
("OOS"), (i) Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of corporate,
investor, and capital markets services, and (iv) Investment Management which offers investment
management services on a global basis. The OOS business consists primarily of tenant representation
and agency leasing, capital markets and valuation services (coliectively, "implementation services")
and property management, corporate property services, project and development management services
(collectively, "management services"). The Investment Management segment provides real estate
investment management services to institutional investors, corporations, and high net worth
individuals.

The following discussion of segment results excludes the non-recurring charges.

Owner and Occupier Services
Americas

Revenue for the Americas region decreased $14.8 million, or 4.6%, to $309.5 million in 2001
from $324.3 million in 2000. The two main sources of revenue are implementation services and
management services. Implementation services revenue, which is largely transaction based, declined in
2001 by $28.1 million, or 15.5%, reflecting the overall slowdown in the economy. The key business
units contributing to the decline were the Capital Markets unit, where the volume of completed capital
transactions dropped significantly in 2001, and the Ternant Representation unit, where the economic
recession and uncertainty post the tragic events of September 11 caused our corporate clients to
postpone or cancel a number of transactions, particularly in the fourth quarter. Management services
revenue, increased 9.5%, to $152.6 million, largely driven by the Project and Development
Management Services unit.

Operating expenses decreased by $15.8 million, or 5.3%, to $281.6 miilion in 2001 as a result of
cost containment initiatives and reduced incentive compensation, partially offset by increased
headcount and associated expenses, primarily in the first half of the year, to service new business.
Incentive compensation, was $21.2 million below 2000 levels. Included in the 2001 operating
expenses is a $3.9 million charge for unrecoverable receivables from technology related clients.

Europe

Revenue for our Europe region totaled $348.2 million in 2001, as compared to $356.4 million in
2000, a decline of 2.3%. The European revenues were adversely impacted by approximately $14
million due to a weakening of European currencies, primarily the euro and pound sterling, against the
US dollar during 2001 as compared to 2000. In addition, included in the 2000 revenue are two large
capital transactions that provided approximately $12 million in revenue. As the year progressed, it
became clear that after a strong start to the year, the economic slowdown began to impact our Europe
business and particularly continental Europe. Overall, implementation services revenue was down
$24.8 million, or 9.1% from 2000. The largest contributors to this decline were our businesses in
England (as a result of the large capital transactions in 2000 noted above), France and Germany.
Management services revenue increased $15.3 million, or 18.9%, led by the continuing growth of our
55% owned joint venture with Skandia Fastighet AB.
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Operating expenses for the region were $307.3 million for 2001, as compared to $315.4 million in
2000, a decline of $8.1 million. The weakening of European currencies, primarily the euro and pound
sterling, against the US dollar in 2001 has reduced US dollar reported expenses by approximately $14
million, as compared to 2000. Operating expenses in 2001 included reduced incentive compensation
(by $14.0 million compared to 2000), offset by increased headcount and associated expenses, to
service new business.

Asia Pacific

The difficult underlying economic conditions persisted in this region, impacting even the
previously resilient Singapore economy. Revenue for the Asia Pacific region totaled $128.5 million in
2001, as compared to $135.1 million in 2000, a decline of 4.9%. The reported revenues were
negatively impacted in 2001 by $6 million, as compared to 2000, due to the weakness of the
Australian dollar against the US dollar. Therefore, in local currency terms, revenues were flat year on
year. The revenues reflect a lower volume of transaction activity driven by the economic weakness in
the region, particularly in Hong Kong, Singapore and Australia. Countering the effects of the decline
in transactional based implementation services revenue, the management services revenue increased
$6.0 million, or 14.3%. In addition, our Taiwan acquisition in early 2001 contributed $2.3 million in
revenues.

Operating expenses for the region declined by $6.0 million, or 4.4%, to $128.9 million in 2001, as
compared to $134.9 million in 2000. The weakness of the Australian dollar reduced reported
operating expenses in 2001 by $6 million, as compared to 2000. Incentive compensation was $5.2
million below 2000 levels.

Investment Management

Investment Management revenue decreased $12.2 million, or 11.2%, to $96.6 million in 2001,
from $108.8 million in 2000. Revenues in both years included significant incentive fees. Included in
2000 were incentive fees of $10.3 million related to the partial liquidation of our French investment
fund (recorded as equity earnings due to the incentive fee structure) and $7.5 million related to our
resignation from a client relationship. Revenue for 2001 includes incentive fees and equity earnings of
$14.4 million generated from the disposition of a major hotel investment early in the third quarter.

Operating expenses decreased $9.7 million, or 11.5%, to $74.9 million in 2001, as compared to

$84.6 million in 2000. The reduction in expenses is primarily the result of reduced incentive
compensation of $7.9 million.
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Year ended Becember 31, 2000 Compared to Year Ended December 31, 1399
Consolidated Review
General

Operating results in 2000 include the results of the acquired COMPASS businesses and JLW for a
full twelve months.

Operating results in 1999 include the results of the acquired COMPASS businesses for a full
twelve months and the results of JLW effective from the merger in March 1999.

Revenue

In 2000, reported revenues at $922.7 million increased by $167.3 million or 22.1% from 1999
revenues of $755.4 million. The impact of including a full 12 months of the JLW revenues in 2000 as
against ten months in 1999 was responsible for $58.5 million of this increase. Additionally, the
Skandia joint venture, which began operations in January 2000 and which is accounted for on a
consolidated basis, had revenues of $13.7 million. There was a negative impact on 2000 revenues of
$4.8 million as a result of the implementation of SAB 101. Strong, broad-based underlying
performance in the Americas, Europe and Investment Management segments was responsible for the
majority of the growth, delivering $94.1 miilion in increased revenues. Europe, which overcame the
adverse impacts on reported revenues of the strong U.S. dollar against the euro and the British pound,
had a record breaking year with revenue growth of $46.5 million. The Investment Management
segment, on the strength of exceptional advisory fees, grew its revenues by 26.4%, or $22.7 million.

Operating Expenses

In 2000, the reported operating expenses before merger related expenses increased by $155.2
million to $830.5 million, 23.0% more than the 1999 operating expenses before merger related
expenses of $675.3 million. Approximately $66.2 million of this increase resulted from including a full
12 months of the JLW operating expenses in 2000 as against ten months in 1999. There were
increased personnel and occupancy costs to generate and support the strong underlying growth in the
business segments together with increased incentive compensation expense in 2000 to reflect the
significantly better business performance. Additionally, the Skandia joint venture, which began
operations in January 2000 and which is accounted for on a consolidated basis, had expenses of $13.7
million. In both America and Europe, a very competitive labor market resulted in increased
compensation costs through 2000. Finally, 2000 results included the full year impact of the increases
in personnel and office occupancy costs related to the global infrastructure added to support the larger
size of the combined company, as well as the increased global management and coordination costs
associated with managing a global organization.

The merger related expenses represent primarily non-cash compensation expense recorded as a
result of shares issued to certain former employees of JLW in connection with the merger as well as
non-recurring ftransition and integration costs. The transition and integration costs represent non-
capitalizable expenses such as rebranding, office consolidations and information technology initiatives.
There was a significant reduction in merger related expenses from $151.4 million in 1999 to $85.8
million in 2000. This reduction resuited from the combination of two factors: (1) 1999 results
included $49.8 million of integration and transition expense whereas 2000 had none, and (2) 1999
results included $101.6 million of stock compensation expense whereas 2000 included $85.8 million.
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Operating Income

In 2000, the operating income before merger related expenses was $92.2 million as compared to
operating income before merger related expenses of $80.1 million in 1999, an increase of $12.1
million, or 15.1%. The operating income before merger related expenses in 1999 included a one-time
gain of $7.5 million relating to the disposal of a construction management subsidiary. In addition, the
impact of including only ten months of the JLW business increased 1999 operating income by $7.7
million as January and February are loss making months. Finally, the impact of the adoption of SAB
101 was to reduce 2000 operating income by $4.7 million. Excluding the impact of the one-time gain
.and the adoption of SAB 101, and including a full twelve months of JLW in 1999, operating income
before merger related expenses increased $32.0 million in 2000. Operating income, excluding merger
related charges, as a percentage of total revenue was 10.0% in 2000 compared to 10.6% in 1999. This
is a function of the non-recurring items discussed above.

Including the effect of merger related non-recurring charges, the operating income in 2000 was
$6.4 million as compared to an operating loss in 1999 of $71.3 million.

Interest Expense

Interest expense, net of interest income, increased by $9.0 million to $27.2 million in 2000 from
$18.2 million in 1999. This increase was a result of an increase in the average level of debt
outstanding, generally increasing interest rates and the refinancing of a portion of the debt by the Euro
Notes at a fixed rate of interest of 9.0%. In particular, the average debt level for 2000 was $325.6
million as compared to $301.7 million in 1999 which reflects additional borrowings made in the latter
half of 1999 to fund the integration and transition expenses incurred with respect to the COMPASS
acquisition and the JLW merger. The effective average interest rate on borrowings in 2000 was 8.42%
compared to 6.48% in 1999.

Provision for Income Taxes

The provision for income taxes increased by $16.8 million in 2000 to $22.1 million, from $5.3
million in 1999. The increase is primarily attributable to the improved operating performance in 2000
together with the lack of any merger-related integration and transition expenses. The merger-related
compensation expense associated with the issuance of shares to certain former JLW employees is
largely non-deductible for tax purposes. Excluding the impact of merger-related compensation
expense and non-recurring transition and integration expense, the effective tax rate on recurring
operations reduced from 40.5% in 1999 to 37.8% in 2000. The reduction in the effective tax rate is
primarily due to ongoing tax planning activities and the impact of earnings in jurisdictions with
marginal tax rates below the U.S. marginal rate.

Net Earnings (Loss)

Net earnings, excluding the effect of merger related non-recurring charges and a charge in 2000
for the cumulative effect of a change in accounting principle related to the adoption of SAB 101,
increased by $3.7 miliion from $36.8 in 1999 to $40.5 million in 2000. This increase reflected better
operational performance in 2000. The 1999 net earnings inciuded $4.5 million on an after-tax basis
related to the one-time gain on the disposal of our construction management subsidiary in 1996.
Additionally the 1999 net earnings were favorably impacted by $4.5 million as a result of the
inclusion of the JLW business for only ten months (January and February are loss making months).
Finally the 2000 net earnings have been reduced by $2.9 million on an after-tax basis by the
implementation of SAB 101 in 2000. The increase in net earnings after adjusting for these one-time
items is $15.6 million, from $27.8 million in 1999 to $43.4 million in 2000.
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Including the effect of merger related non-recurring charges and a charge in 2000 of $14.2
million, on an after-tax basis, for the cumulative effect of a change in accounting principle related to
the adoption of SAB 101, the net loss in 2000 was $57.1 million. This figure compares to a net loss
of $94.8 million in 1999.

Segment Operating Results
Amerieas

Revenue for the Americas region increased $28.6 million, or 9.7%, to $324.3 miilion in 2000
compared to $295.7 million in 1999, which figure included a gain of $7.5 million relating to the sale
of a construction management subsidiary in a leveraged buyout in December 1996. The region
experienced strong revenue performance across all its business units with the Tenant Representation
and Project Development Management units significantly increasing revenues (by $15.3 million and
$11.9 million, respectively) as they expanded the success of the strategic alliance model. New product
offerings in the Retail group also resulted in revenue increases. In July 2000, we exercised our option
to repurchase LPI Service Corporation for a2 nominal amount. LPI Service Corporation provides the
services of approximately 2,800 janitorial, engineering and property maintenance employees for certain
properties we manage in the United States. The costs of these employees are directly reimbursed by
the properties. This direct reimbursement has been netted against the costs of these employees, and
the remaining net fees received are recorded as revenue. For the twelve months ended December 31,
2000, $7.6 million has been recorded as revenue related to this business. The exception to the strong
performance in the region was the Capital Markets Group, where transaction volumes, and therefore
revenues, were adversely impacted by the general economic environment, and in particular rising
interest rates. Through 2000, this group experienced a general slow down in the number and pace of
transaction closings and an increase in transaction breakups leading to increased remarketing initiatives
and an increase in the time to complete transactions. Finally, $3.7 million of the increase in revenue
was due to the inclusion of a full 12 months of the JLW business in 2000.

Operating expenses for the Americas region increased by $31.4 million, or 11.8%, to $297.4

- million in 2000 from $266.0 million in 1999. This increase is attributable to an increase of $19.5
million in personnel costs across the region and an increase of $8.3 million due to the inclusion of a
full 12 months of the JLW business in 2000. The increase in personnel costs is primarily a result of
increased incentive compensation and is reflective of a return to more normalized incentive
compensation levels for the region in 2000 from the very low levels earned in 1999. This is due to
the substantial improvement in underlying business performance across the region in 2000. In
addition, compensation costs have been impacted by the very tight labor market experienced in 2000.
The cost reduction program initiated in the second half of 1999 was successfully implemented during
2000 and has resulted in annualized cost savings in excess of $15.0 million.

Europe

The Europe region reported revenues of $356.4 million in 2000, an increase of $98.2 million, or
38%, on 1999 revenue of $258.2 million. The inclusion of only ten months of the JLW business in
the 1999 revenues was the reason for $38.0 million of this increase in revenue. Another key
contributor to the increase was the commencement on January 1, 2000 of a property management
venture with Skandia Fastighet AB, the real estate subsidiary of Sweden’s leading insurance company
(the "Skandia joint venture"). This venture, of which Jones Lang LaSalle owns 55%, established Jones
Lang LaSalie as one of the leading real estate services firms in the Nordic region. This entity had
revenues of $13.7 million in 2000 versus none in 1999 and is accounted for on a consolidated basis.

34




Overall, the Europe region experienced strong, broad based business growth with particularly
strong growth in the United Kingdom, France, Germany and Beigium. The Capital Markets Group
had a very strong year with several exceptional transactions including advising on the UK’s largest
property investment portfolio sale for Aegon UK and Belgium’s largest single real estate company
transaction for the AXA Group. The effect of the strong transaction flow was partially offset by the
strength of the US dollar against the euro and the British pound.

Operating expenses for the region totaled $315.4 million in 2000, an increase of $86.9 million, or
38.0% on 1999 operating expenses of $228.5 million. The inclusion of only ten months of the JLW
business in the 1999 operating expenses was responsible for $38.8 million of the increase in operating
expenses. The Skandia joint venture discussed above had operating expenses of $13.7 million in 2000
versus none in 1999. This entity is accounted for on a consolidated basis. The balance of the increase
in operating expenses is a result of higher personnel and office occupancy costs. These costs are
related to infrastructure and personnel added during the course of 1999 to build a pan-European
business infrastructure and in anticipation of strong business prospects throughout Europe, together
with increased compensation levels as a result of a competitive labor market and increased incentive
compensation costs as a result of the strong performance in 2000.

Asia Pacific

Revenue for Asia Pacific totaled $135.1 million in 2000, an increase of $14.7 million, or 12.2%
on reported revenues of $120.4 million in 1999. The majority of this increase ($15.7 million) was due
to the impact of including a full 12 months of the JLW business in 2000. The strength of the U.S.
dollar against the Australian dollar has meant that revenue growth in Australia, a key market in the
Asia Pacific region, has not been reflected in the reported U.S. dollar revenues. The impact of the
weak Australian dollar has been to reduce U.S. dollar reported revenues for the 12 months by $7.3
million when compared to the rates in effect during the same period last year. In addition, the
Australian real estate market experienced a slowdown in the latter half of 2000 as a result of a Goods
and Service Tax ("GST") introduced mid-year and the impact of the Sydney Olympics on transaction
activity. Within Asia, the pace of economic recovery continues to vary from country to country with
political instability in Indonesia, Thailand and the Philippines also impacting market conditions. The
Hong Kong and Singapore businesses enjoyed strong revenue performance, and there were also
increased contributions from Japan and India. During 2000, Japan increased revenue by $2.3 million
as a result of investments in building a Tenant Representation business and the acquisition of a small
property management company mid-year. India reported increased revenues of $1.4 million.

Asia Pacific had operating expenses of $134.9 million in 2000, as compared to $111.2 million in
1999, an increase of $23.7 million, or 21.3%. The impact of including a full 12 months of the JLW
business in 2000 increased operating expenses by $18.6 million. Operating expenses for the region
have increased by $4.9 million due to the development and implementation of a regional business
infrastructure for the Capital Markets, Corporate Property Services and Tenant Representation business
units to support the long-term growth potential for this region. Finally the expansion of activities in
Japan, Korea and India has increased the operating cost base by $3.5 million compared to 1999. The
cost base in Australia was impacted by increased costs in connection with both preparing for the
introduction of the GST and a reorganization of the business onto a national basis from a state
structure. The impact of the weak Australian dollar has been to reduce U.S. dollar reported operating
expenses for the 12 months by $6.9 million when compared to the rates in effect during the same
period last year.
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Investment Management

The Investment Management segment reported revenues of $108.8 million in 2000, an increase of
$23.8 million, or 28.0%, on the $85.0 million reported in 1999. Important contributors to this increase
were the performance fees and equity earnings received in relation to the partial liquidation of the
segment’s French investment fund. Fees and equity earnings recognized from the partial liquidation of
this fund in 2000 totaled $10.3 million. This fund was structured in such a manner that the
performance incentive fee is received as a preferred distribution of earnings. Consequently for
financial reporting purposes, the fee is classified as equity earnings rather than advisory fees. There
were also advisory fees and equity eamnings of $4.6 million from the Euro 5 and Income & Growth II
Funds launched during the final part of 1999. Finally, there were other incentive fees incremental to
1999 of $11.5 million.

Operating expenses for Investment Management increased by $11.2 million, or 15.3%, to $84.6
million from $73.4 million. The increases were primarily attributable to increased incentive
compensation consistent with performance, together with an increase in personnel and occupancy costs
related to new hires for various product faunches. In particular, in 2000, the segment incurred costs of
approximately $1.0 million in opening and maintaining offices in Singapore, Japan and Germany.
Compensation costs were also impacted by the very tight labor market experienced in 2000.

Consolidated Cash Flows
Cash Flows From Operating Activities

During 2001, cash flows provided by operating activities totaled $54.1 million compared to cash
provided during 2000 of $140.3 million. The cash flows provided by operating earnings can be
further divided into cash generated from operations of $73.7 million (compared to $100.9 million in
2000) and cash used in balance sheet movements (primarily working capital) of $19.6 million
(compared to cash generated of $39.4 miliion in 2000). The decline in cash provided from operations
is largely as a result of a significant portion of the 2001 non-recurring charges being cash related
expenses, as opposed to the merger-related non-recurring stock compensation expense and the
cumulative effect of change in accounting principle in 2000 being non-cash expenses. The decline in
cash flows from changes in working capital of $59.0 million is because we accrued higher incentive
compensation at December of 2000, which was then paid in 2001, as compared to the amounts we
accrued at December of 1999 and paid in 2000. In addition, we had significantly lower incentive
compensation accruals at December of 2001 as compared to December of 2000 which also contributes
to the cash used in working capital. Also contributing to the decline in cash flows year over year
from changes in working capital was the U.S. Federal tax refund of $13.5 million that we collected in
2000. Partially offsetting the decline in cash flows from changes in working capital is the increase in
cash provided by receivables of $9.7 million, which reflects our continued focus our working capital
management.

During 2000, cash flows provided by operating activities totaled $140.3 million compared to cash
flows used in operating activities in 1999 of $18.2 million, an improvement of $158.5 million. The
cash flows provided by operating earnings in 2000 can be further divided into cash generated from
operations of $100.9 million (compared to $45.7 million in 1999) and cash provided by balance sheet
movements (primarily working capital management) of $39.4 million (compared to a use of $63.9
million in 1999). The improvement of cash generated from operating earnings of $55.2 million
reflects the improved business performance in 2000, together with the fact that 1999 included
significant merger-related integration and transition expenses. During 2000, we made considerable
efforts to improve our working capital management, particularly in the area of receivables. The
improvement of $103.3 million in the balance sheet changes is primarily the result of that focus
together with the impact of the coliection in 2000 of the U.S. Federal Tax refund of $13.5 million.
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Cash Flows Used In Investing Activities

We used $32.5 million in investing activities in 2001, which was a reduction in cash used of $34.1
million from the $66.6 million used in 2000. This reduction was the combination of reduced
investment in fixed assets of $10.0 million, and $7.9 million in other investments (primarily e-
commerce). In addition, there was a net inflow of $8.7 million from our investment in real estate
ventures in 2001 versus a net outflow of $7.4 million in 2000.

We used $66.6 million in investing activities in 2000, a reduction of $14.3 million from 1999’s
figure of $80.9 million. This reduction was as a result of the JLW merger net cash use of $37.3
million in 1999 offset by increased investment in fixed assets in 2000 of $9.0 million, and an increase
in 2000 in other investments (primarily e-commerce) of $10.3 million. Finally, the net investment in
real estate ventures in 2000 was $7.4 million compared to $3.7 million in 1999.

Cash Fiows Used In / Provided By Financing Activities

In 2001, $30.0 million was used in financing activities as debt was paid-down and we repurchased
and cancelled shares of our common stock. In 2000, we used $78.2 million in financing activities to
fund both the repayment of debt and the costs of issuing the Euro Notes.

Liquidity and Capital Resources

Historically, we have financed our operations, acquisitions and co-investment activities with
internally generated funds, our common stock and borrowings under our credit facilities. During the
first half of 2000, our unsecured credit agreement totaled $425 million, which consisted of a $250
million revolving facility maturing in October 2002 and a $175 million term facility that was
scheduled to mature on October 15, 2000. On July 26, 2000, we closed our offering of the Euro
Notes, receiving net proceeds of $148.6 million, which were used to pay-down the term facility. On
August 29, 2000, the remaining borrowings under the term facility were fully repaid using proceeds
from the revolving credit facility, and the term facility was terminated. On September 21, 2001, we
increased our unsecured credit agreement from $250 million to $275 million, reduced the number of
participating banks to 11 from 14 and extended the maturity date from the original due date of
October 2002 to September 2004.

As of December 31, 2001, we have a $275 million revolving credit facility for working capital
needs, investments and acquisitions. We also have outstanding the Euro Notes of euro 165 million
and, under the terms of the revolving credit facility, the authorization to borrow up to $50 million
under local overdraft facilities. As of December 31, 2001, there was $59.9 million outstanding under
the revolving credit facility, euro 165 million ($146.8 million) of borrowings under the Euro Notes
and short-term borrowings of $15.5 million.

Certain of our subsidiaries guarantee the revolving credit facility and the Euro Notes (the
"Facilities"). With respect to the revolving credit facility, we must maintain a certain level of
consolidated net worth and minimum interest coverage, liquidity and funded debt to EBITDA ratios.
As part of the global restructuring initiative, we obtained the approval of our bank group to vary
certain of these ratios to reflect the non-recurring charges. In addition, we are restricted from, among
other things, incurring certain levels of indebtedness to lenders outside of the Facilities and disposing
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of a significant portion of our assets. Lender approval is required for certain levels of co-investment.
There are no covenants or triggers related to a change in credit rating or 2 material adverse change.
The revolving credit facility bears variable rates of interest based on market rates. We are authorized
to use interest rate swaps to convert a portion of the floating rate indebtedness to a fixed rate, however
none were used in 2001 and none were outstanding as of December 31, 2001. The effective interest
rate on the Facilities was 7.48% for 2001 (versus 8.42% in 2000).

We have additional access to liquidity via various interest-bearing overdraft facilities and short-
term credit facilities of subsidiaries in Europe and Asia Pacific. Of the $50 million authorized under
the revolving credit facility for local overdraft borrowings, we have facilities totaling $37.5 million, of
which $8.4 million was outstanding as of December 31, 2001.

We believe that the revolving credit facility, together with the Euro Notes, local borrowing
facilities and cash flow generated from operations will provide adequate liquidity and financial
flexibility to meet working capital requirements.

We expect to continue to pursue co-investment opportunities with our investment management
clients in the Americas, Europe and Asia Pacific. Co-investment remains very important to the
continued growth of Investment Management, which would likely be negatively impacted if a
substantial decrease in co-investment activity were to occur. As of December 31, 2001, there were
total investments of $56.9 million in 24 separate property or fund co-investments, with additional
capital commitments of $93.4 million for future fundings of co-investments. The net co-investment
funding for 2002 is anticipated to be $20 million (planned co-investment less return of capital from
liquidated co-investments). With respect to certain co-investment indebtedness, we also had repayment
guarantees outstanding at December 31, 2001 of $6.8 million. Included in the $6.8 million are
residential land co-investment indebtedness guarantees of $3.7 million, which are offset by a cross
guarantee from another investor in the amount of $2.0 million. The $93.4 million of capital
commitment includes a commitment of $91.1 million to LaSalle Investment Limited Partnership
("LILP"). We expect that LILP will draw down on our commitment over the next three to five years
as it enters into new commitments. LILP is a 49.5% owned English limited partnership that is
intended to be our co-investment vehicle for substantizlly all new co-investments. As discussed more
fully in Note 8 to the financial statements, at December 31, 2001, LILP has unfunded capital
commitments of $42.3 million for future fundings of co-investments.

Capital expenditures are anticipated to be $30 million for 2002, primarily for ongoing
improvements to computer hardware and information systems, office renewals and expansions.

We have obligations and commitments to make future payments under contracts in the normal
course of business, for example:

° Future minimum lease payments, as follows, due in each of the next five years ended
December 31 and thereafter ($ in thousands):

Operating Capital

Leases Leases

2002 ... $ 39,083 666
2003 ... 32,773 630
2004 ... .. ... 25,205 398
2005 ... 16,425 373
2006 ... ... 13,071 93
Thereafter . ........... 16,927 52
$ 143,484 2,212
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The total of minimum rentals to be received in the future under non-cancelable operating
subleases as of December 31, 2001 was $11.9 million.

Interest and principle payments on outstanding borrowings. The amount of borrowings against
our $275 million revolving credit facility fluctuates based on our level of borrowing needs.
There is no set repayment schedule with respect to the revolving credit facility, however this
facility expires in September 2004. The fixed 9% Euro Notes have an outstanding principle
balance of euro 165 million ($146.8 million as of December 31, 2001), and are due in 2007.
Interest payments are due on June 15th and December 15th of each year.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

Information regarding market risk is included in Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations under the caption "Market and Other Risk Factors" and
is incorporated by reference herein.

Disclosure of Limitations

As the information presented above includes only those exposures that exist as of December 31,
2001, it does not consider those exposures or positions which could arise after that date. The
information represented herein has limited predictive value. As a result, the ultimate realized gain or
loss with respect to interest rate and foreign currency fluctuations will depend on the exposures that
arise during the period, the hedging strategies at the time and interest and foreign currency rates.
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MANAGEMENT’S STATEMENT OF RESPONSIBILITY
FOR FINANCIAL INFORMATION

The management of Jones Lang LaSalle Incorporated and its subsidiaries (Jones Lang LaSalle) has
the responsibility for preparing the accompanying consolidated financial statements and for their
integrity and objectivity. The statements were prepared in accordance with accounting principles
generally accepted in the United States of America. The financial statements include amounts that are
based on management’s best estimates and judgments. Management also prepared the other
information in the December 31, 2001 Annual Report filed on Form 10-K and is responsible for its
accuracy and consistency with the financial statements.

Jones Lang LaSalie’s financial statements have been audited by KPMG LLP, independent auditors
elected by the shareholders. As part of its audit of Jones Lang LaSalle’s financial statements, KPMG
LLP considered Jones Lang LaSalle’s internal control structure in determining the nature, timing and
extent of audit tests to be applied. The opinion of the independent auditors, based upon their audits of
the consolidated financial statements, is contained in this Form 10-X.

Jones Lang LaSaile has established and maintains a system of internal controls to safeguard assets
against loss or unauthorized use and to ensure the proper authorization and accounting for all
transactions. This system includes appropriate reviews by Jones Lang LaSalle’s Internal Audit Group
and management as well as written policies and procedures that are communicated to employees with
significant roles in the financial reporting process and updated as necessary. The Internal Audit Group
is assisted by PricewaterhouseCoopers.

The Board of Directors, through its Audit Committee, is responsible for ensuring that both
management and the independent auditors fulfill their respective responsibilities with regard to the
financial statements. The Audit Committee, composed entirely of directors who are not officers or
employees of Jones Lang LaSalle, meets periodically with both management and the independent
auditors to assure that each is carrying out its responsibilities. The independent auditors and Jones
Lang LaSalle’s Internal Audit Group have full and free access to the Audit Committee and meet with
it, with and without management present, to discuss matters including auditing, financial reporting and
internai controls.

Management also recognizes its responsibility for fostering a strong ethical climate so that Jones
Lang LaSalle’s affairs are conducted according to high standards of conduct. This responsibility is
characterized and reflected in Jones Lang LaSalle’s Code of Business Ethics, which is publicized
throughout Jones Lang LaSalle. The Code of Business Ethics addresses, among other things,
avoidance of potential conflicts of interest and compliance with domestic and foreign laws, including
those relating to financial disclosure.

Stuart L. Scott Christopher A. Peacock
Chairman of the President and

Board of Directors Chief Executive Officer
Lauralee E, Martin Nicholas J. Willmott
Executive Vice President Senior Vice President and
and Chief Financial Officer Global Controller

42




Independent Auditors’ Report

The Stockholders and
Board of Directors of
Jones Lang LaSalle Incorporated:

We have audited the accompanying consolidated financial statements of Jones Lang LaSalle
Incorporated and subsidiaries as listed in the accompanying index. In connection with our audits of
the consolidated financial statements, we have also audited the financial statement schedule as listed in
the accompanying index. These consolidated financial statements and financial statement schedule are
the responsibility of Jones Lang LaSalle’s management. Our responsibility is to express an opinion on
these consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Jones Lang LaSalle Incorporated and subsidiaries as of
December 31, 2001 and 2000, and the results of their operations and their cash flows for each of the
years in the three-year period ended December 31, 2001, in conformity with accounting principles
generally accepted in the United States of America. Also, in our opinion, the related financial
statement schedule, when considered in relation to the basic consolidated financial statements taken as
a whole, presents fairly, in all material respects, the information set forth therein.

As discussed in note 16 to the consolidated financial statements, Jones Lang LaSalle Incorporated and
subsidiaries changed their method of accounting for certain lease commission revenue in 2000.

1S/ KPMG LLP

Chicago, Illinois
January 31, 2002, except as to note 18
which is as of March 28, 2002
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JONES LANG LASALLE INCORPORATED

Consolidated Balance Sheets
December 31, 2001 and 2000
($ in thousands, except share data)

Assets
Current assets:

Cash and cash equivalents . . ...... ... .. .. .. ... ... ... ... .. ... ...

Trade receivables, net of allowances of $6,305 and $9,261 in

2001 and 2000, respectively . . .. ... .. ... ...
Notes receivable and advances to real estate ventures . . . .. ..............
Other receivables . . . . ... . . . e
Prepaid eXpenses . .. .. ...t e
Deferred tax assels . . . . . .ot e
Other assets . . . .. . e e

Total current assets . . . . . . oot

Property and equipment, at cost, less accumulated depreciation of

$102,401 and $76,427 in 2001 and 2000, respectively ..................

Intangibles resulting from business acquisitions and JLW merger,
net of accumulated amortization of $57,957 and $43,028 in 2001

and 2000, respectively . . . . . ...
Investments in real estate ventures . .. .... ... .. ... ..
Other INVESIMENTS . . . . . . .t e e e e e
Long-term receivables, net . . .. ... .. ... .. L
Prepaid pension asset . . ... ... . . ... ...
Deferred tax assets . . . . . . . o i e e
Debt ISSUANCE COSES . . . . . . o ittt e e e e e e
Other assets, Mt . . . . . . . .

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable and accrued liabilities .. ....... ... ... ... ... ...
Accrued cOmMpensation . ... .. ... ... .. ...
Short-term borrowings . .. .. ... . ... L
Deferred tax liabilities .. ... .. ... ... . .. . . .
Other liabilities . ... .. .. .. e

Total current liabilities . . ... ... .. ... .. .. . .. .. ..

Long-term liabilities:

Credit facilities . . . . . ... . e
9% Senior Notes, due 2007 . .. . ... .. ... . . e e
Deferred tax liabilities . . . ... ... .. .. ... . . e
Other . .

Total liabilities . . . .. ... . .. .

Commitments and contingencies

Minority interest in consolidated subsidiaries ... .............. .. .......

Stockholders’ equity:
Common stock, $.01 par value per share, 100,000,000 shares authorized,;
30,183,450 and 30,700,150 shares issued and outstanding as of

December 31, 2001 and 2000, respectively . .................... ...
Additional paid-in capital . ... ... ... L L
Deferred stock compensation .. .......... ... ... .. ... e,
Retained deficit . . ... ... . . . . . . .
Stock held intrust ... ... .. .. . .
Accumulated other comprehensive income .. ... ... ... ... .. .. .. ... ...

Total stockholders’ equity . . ... ... ... .. L

2001

$ 10,446

222,590
3,847
9,553

11,802
16,935

11,340

286,513

92,503

328,169
56,899
17,375
14,384
25,770

5,407

8.707

$ 835,727

$ 116,968
131,680
15,497

23

23.467
287,635

59,854
146,768
6,567
19.733
520,557

789

302
463,926
(6,038)
(122,521)
(1,658)
(19.630)
314,381
$ 835,727

See accompanying notes to consolidated financial statements.
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18,843

244,201
4,286
6,655

10,811
23,959
12,306
321,061

90,306

350,129
74,565
12,884
23,136
18,730
12,317

4,848

6,069

914,045

111,738
170,323
8,836
226
16.583

—

307,706

85,565
155,546
9,547
22.776
581,140

567

307
461,272
(4,322)
(107,110)
(397)
(17.412)
332.338
914,045




JONES LANG LASALLE INCORPORATED

Consolidated Statements of Earnings
Years Ended December 31, 2001, 2000 and 1999
(8 in thousands, except share data)

2001 2000 1999
Revenue:
Fee based services .. ......... ..., $ 865,860 900,844 736,042
Equity in earnings from unconsolidated ventures . . . ... ... 8,560 16,693 6,218
Gainon sale of business . ............... . ... ..... - -- 7,502
Otherincome . . . ... ... ... ... 7.256 5,171 5.677
Total revenue .. ...... ... . .. ... .. ... ... ... 881,676 922,708 755,439
Operating expenses:
Compensation and benefits, excluding non-recurring and
restructuring charges . . .. ... ... .. L L. 545,609 581,322 477,658
Operating, administrative and other, excluding
non-recurring and restructuring charges ... ......... .. 198,456 206,062 161,007
Depreciation and amortization ... ............. ... ... 47,420 43,126 36,676
Non-recurring and restructuring charges:
Compensation and benefits .. .................... 40,120 85,795 126,178
Operating, administrative and other . . ... .. .......... 37.112 -- 25,223
Total operating expenses . . .. .................. 868,717 916,305 826,742
Operating income (loss) . ............... ... ...... 12,959 6,403 (71,303)
Interest expense, net of interest income . ............... 20,156 27,182 18,211
Loss before provision for income taxes and
minority interest . ... ... ... (7,197) (20,779) (89,514)
Net provision for income taxes . .. ................... 7,986 22,053 5,328
Minority interest in earnings (losses) of subsidiaries . . . .. ... 228 (21) --
Net loss before cumulative effect of change in
accounting principle ... ... ... ... ... L (15,411) (42,811) (94,842)
Cumulative effect of change in accounting principle . ...... -- (14,249) --
Net 1oSS . ot e $ (15411 (57,060) (94,842)
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments . .. ........... § (2218 (18.509) 23
Comprehensive income (loss) ................. $ (17.629) (75,569) {94 819)
Basic loss per common share before cumulative effect
of change in accounting principle .. . ....... ... ... .. $ (0.51) (1.72) (4.20)
Cumulative effect of change in accounting principle ....... $ -- (0.58) --
Basic loss per common share . ... ................... $ (0.51) (2.30) (4.20)
Basic weighted average shares outstanding . . .. .......... 30,016,122 24,851,823 22.607.350
Diluted loss per common share before cumulative
effect of change in accounting principle .............. $ 0.51) (1.72) (4.20)
Cumulative effect of change in accounting principle ....... S -- (0.58) --
Diluted loss per common share . .. ................... $ (0.5 (2.30) (4.20)
Diluted weighted average shares outstanding . . . ... ....... 30,016,122 24,851,823 22,607,350

See accompanying notes to consolidated financial statements.
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JONES LANG LASALLE INCORPORATED

Consolidated Statements of Cash Flows
For the Years Ended December 31, 2001, 2000 and 1999
(§ in thousands)

2001 2000 1999
Cash flows from operating activities:
Cash flows from earnings:
Netloss . ..o $£(15.411) (57,060) (94,842)
Reconciliation of net loss to net cash provided by earnings: ‘
Cumulative effect of change in accounting principle . . . .. -- 14,249 --
Depreciation and amortization . ................... 47,420 43,126 36,676
Equity in earnings and gain on sale from unconsolidated
VENLUIES . . . . . . e (8,560) (16,693) (6,218)
Operating distributions from real estate ventures . . ... ... 10,654 18,126 4,140
Provision for loss on receivables and other assets . . ..... 30,318 5,464 2,744
Stock compensation expense ... .. ............. ... 36 85,795 101,143
Amortization of deferred compensation . ............. 7,990 6,474 2,070
Amortization of debt issuance costs . ............... 1,224 1.444 --
Net cash provided by earnings . ... ............. 73,671 100,925 45,713
Cash flows from changes in working capital:
Receivables . .. ....... ... ... ... . ... ... .. .. .. 19,184 9,548 (49,962)
Prepaid expenses and other assets . . ................ (3,098) (7,305) (10,442)
Deferred tax assets and income tax refund receivable . ... (8,385) 7,991 (19,479)
Accounts payable, accrued liabilities and accrued
compensation . . ........ ... (27.269) 29,181 15.943
Net cash flows from changes in working capital . . . . . (19.568) 39.415 (63,940)
Net cash provided by (used in) operating activities . . . 54,103 140,340 (18,227)
Cash flows used in investing activities:
Net capital additions--property and equipment ... ...... (35,792) (45,804) (36,848)
Cash balances assumed in Jones Lang Wootton merger, :
net of cash paid and transaction costs . ............. -- - (37,288)
Other acquisitions and investments, net of cash acquired
and transaction costs . ... ........... . ... ... ... (5,413) (13,333) (3,030)
Investments in real estate ventures:
Capital contributions and advances to real estate ventures (16,367) (15,214) (25,491)
Distributions, repayments of advances and sale of
investments . . . ... ... ... 25.023 7,761 21.790
Net cash used in investing activities ............ (32,549) (66,590) (80,867)
Cash flows provided by (used in) financing activities:
Proceeds from borrowings under credit facilities . . ... ... 340,635 262,581 326,004
Repayments of borrowings under credit facilities ... .. .. (361,723) (490,566) (223,479)
Proceeds from issuance of bonds, net of financing costs . . . -- 148,596 --
Shares repurchased for payment of taxes on stock awards . . (4,118) (816) --
Shares repurchased under share repurchase program ... .. (6,942) -- -
Common stock issued under stock option plan and
stock purchase programs . . ..................... 2,197 1.990 2.936
Net cash provided by (used in) financing activities . . . (29.951) (78,215) 105,461
Net increase (decrease) in cash and cash equivalents . ... .. (8,397) (4,465) 6,367
Cash and cash equivalents, January 1 ... ........... .. 18,843 23.308 16.941
Cash and cash equivalents, December 31 ... ... ...... .. $ 10,446 18,843 23,308
Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest . . . ... .. $ 21,140 28,548 20,448
Taxes, netof refunds .. ........... ... .. ... .. ... 23,647 5,620 20,763
Non-cash investing and financing activities:
Acquisitions and merger:
Shares issued in connection with merger and acquisition . $ - -- 141,918
Fair value of assetsacquired .................... (863) (13,599) (218,514)
Fair value of liabilities assumed . . . ... .. ... ....... 667 20,162 187,972
Goodwill ... ... . .. ... . (88) (7.012) (151,694
Cash paid, net of cash balances assumed . . .. ... ... $ (284 (449) (40,318)

See accompanying notes to consolidated financial statements.
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements
(in millions, except where otherwise noted)

{1) Organization

Jones Lang LaSalle Incorporated ("Jones Lang LaSalle" which may be referred to as we, us, our
or the Company), was incorporated in 1997, and its operations presently include the businesses
previously known as LaSalle Partners (founded in 1968) and Jones Lang Wootton (founded in 1873).
We are a leading provider of integrated real estate services and solutions to real estate owners,
occupiers and investors around the world. We serve our client’s real estate needs locally, regionally
and globally from offices in over 100 markets in 33 countries on five continents, with approximately
13,700 employees, including over 6,500 directly reimbursable property maintenance employees. Our
breadth of services include space acquisition and disposition, facilities and property management,
project and development services, leasing, buying and selling properties, consulting and capital markets
expertise. We also provide investment management on a global basis for both public and private
assets through LaSalle Investment Management, our investment management business. QOur services
are enhanced by our strong research capabilities, our technology platforms, and our strategic solutions
approach with our clients. The ability to provide this network of services around the globe was
solidified effective March 11, 1999 with the merger of the business of the Jones Lang Wootton
companies ("JLW") with those of LaSalle Partners Incorporated ("LaSalle Partners"). In connection
with this merger, the name of the company was changed from LaSalle Partners Incorporated to Jones
Lang LaSalle Incorporated (see Note 3).

(2) Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of Jones Lang LaSalle and its majority-
owned-and-controlled partnerships and subsidiaries. All material intercompany balances and
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires us to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
periods. Actual results could differ from those estimates.

Cash Held for Others

We control certain cash and cash equivalents as agents for our investment and property
management clients. Such amounts are not included in our Consolidated Balance Sheets.

Statement of Cash Flows

Cash and cash equivalents include demand deposits and investments in U.S. Treasury instruments
(generally held as available for sale) with maturities of three months or less. The combined carrying
value of such investments of $1.5 million and $1.6 million at December 31, 2001 and 2000,
respectively, approximates their market value.
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Impairment of Long-Lived Assets

We review long-lived assets and certain identifiable intangibles for impairment whenever events or
a change in circumstances indicate that the carrying amount of an asset may not be recoverable. We
measure the recoverability of assets to be held and used by a comparison of the carrying amount of an
asset to future net cash flows expected to be generated by the asset. If such assets are considered to be
impaired, we measure the impairment to be recognized by the amount by which the carrying value of
the assets exceeds the fair value of the assets. Assets to be dnsposed of are reported at the lower of the
carrying amount or fair value less costs to sell. :

Investments in Real Estate Ventures and Other Corporations

We have non-controlling ownership interests in various real estate ventures with interests generally
ranging from less than 1% to 49.5% which are generally accounted for using the equity method of
accounting. In instances where we exercise temporary control over co-investments, such investments
are accounted for under the equity method. These investments are discussed in Note 8.

We have made investments in certain high technology and e-commerce related private
corporations. These investments are for less than 20% of the voting stock of the corporations and we
are not able to exercise significant influence over the operating and financial policies of these
corporations. Such investments are accounted for under the cost method. We determined that these
investments were impaired and have taken charges of $18.0 million during 2001. This is discussed
further in Note 6.

Intangibles Resulting from Busimess Acquisitions and JLW Merger

Through December 31, 2001, intangibles resulting from business acquisitions and the JLW merger
were amortized on a straight-line basis over the estimated lives (generally eight to 40 years) of the
related assets. Beginning January 1, 2002, pursuant to the issuance of Statement No. 142, Goodwill
and Other Intangible Assets ("SFAS 142") by the Financial Accounting Standard Board, we will cease
the amortization of goodwill and intangible assets with indefinite useful lives, but will continue to
amortize intangible assets with definite useful lives. We periodically evaluate the recoverability of the
carrying amount of intangibles resulting from business acquisitions and mergers by assessing whether
any impairment indications are present, including substantial recurring operating deficits or significant
adverse changes in legal or economic factors that affect the businesses acquired. If such analysis
indicates impairment, the intangible asset would be adjusted in the period such changes occurred based
on its estimated fair value, which is derived from the expected cash flow of the businesses. For a
more detaiied discussion of the effects of SFAS 142 see section titled "Accounting for Business
Combinations, Goodwill and Other Intangible Assets" below.

Debt Issuance Costs

Costs incurred in the connection with the issuance of debt are capitalized and amortized over the
periods to which the underlying debt is outstanding.
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Fair Value of Financial Instruments

Our financial instruments include cash and cash equivalents, receivables, accounts payable, notes
payable and foreign currency exchange contracts. The estimated fair value of cash and cash
equivalents, receivables and payables approximates their carrying amounts due to the short maturity of
these instruments. The estimated fair value of our revolving credit facility and short-term borrowings
approximates their carrying value due to their variable interest rate terms. The fair value of the Euro
Notes was euro 173.2 million, or $154.1 million which was the mid-market value as of December 31,
2001. The fair value of forward foreign currency exchange contracts is estimated by valuing the net
position of the contracts using the applicable spot rates and forward rates as of the reporting date.

Foreign Currency Translation

The financial statements of our subsidiaries located outside the United States, except those
subsidiaries located in highly inflationary economies, are measured using the local currency as the
functional currency. The assets and liabilities of these subsidiaries are translated at the rates of
exchange at the balance sheet date with the resulting translation adjustments included in the balance
sheet as a separate component of stockholders’ equity (accumulated other comprehensive income) and
in the statement of earnings (other comprehensive income - foreign currency translation adjustments).
Income and expense are translated at average monthly rates of exchange. Gains and losses from
foreign currency transactions are included in net earnings. For subsidiaries operating in highly
inflationary economies, the associated gains and losses from balance sheet translation adjustments are
included in net earnings.

Derivatives and Hedging Activities

On January 1, 2001, we adopted SFAS No. 133, "Accounting for Derivative Instruments and
Hedging Activities," as amended by SFAS No. 138, "Accounting for Certain Derivative Instruments
and Certain Hedging Activities." SFAS No. 133, as amended, established accounting and reporting
standards for derivative instruments that requires us to recognize all derivatives as either assets or
liabilities in our consolidated balance sheet and to measure those instruments at fair value.
Additionally, the fair value adjustments will affect either stockholders’ equity or net income depending
on whether the derivative instrument qualifies as a hedge for accounting purposes and, if so, the nature
of the hedging activity.

In the normal course of business, we use derivative financial instruments to manage foreign
currency risk. At December 31, 2001, we had forward exchange contracts in effect with a notional
value of $108.2 million and a market value of ($159,000). In the past, we have also used interest rate
swap agreements to limit the impact of changes in interest rates on earnings and cash flows. We did
not enter into any interest rate swap agreements during 2001, and there were no such agreements
outstanding as of December 31, 2001.

We require that hedging derivative instruments be effective in reducing the exposure that they are
designated to hedge. This effectiveness is essential to qualify for hedge accounting treatment. Any
derivative instrument used for risk management that does not meet the hedging criteria is marked-to-
market each period with changes in unrealized gains or losses recognized currently in earnings.
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JONES LANG LASALLE INCORPORATED
Notes to Consolidated Fimancial Statements - Continued

We use foreign currency forward contracts as a means of hedging exposure to foreign currency
transactions. SFAS 133 requires that unrealized gains and losses on these derivatives be recognized
currently in earnings. The gain or loss on the re-measurement of the foreign currency transactions
being hedged is also recognized in eamnings. The net impact on our earnings during 2001 of the
unrealized loss on foreign currency contracts, offset by the gain resulting from re-measurement of
foreign currency transactions, was not significant.

The effect of implementing SFAS 133 did not have a material impact on our consolidated
financial statements.

We do not enter into derivative financial instruments for trading or speculative purposes.
Accounting for Business Combinations, Goedwill and Other Intangible Assets

In July 2001, the FASB issued Statement No. 141, Business Combinations, ("SFAS 141") and
Statement No. 142, Goodwill and Other Intangible Assets ("SFAS 142"). SFAS 141 requires that the
purchase method of accounting be used for all business combinations completed after June 30, 2001.
SFAS 141 also specifies that intangible assets acquired in a purchase method business combination
must meet certain criteria to be recognized and reported apart from goodwill. SFAS 142 will require
that goodwill and intangible assets with indefinite useful lives no longer be amortized, but instead they
will be tested for impairment at least annually in accordance with the provisions of SFAS 142. SFAS
142 will also require that intangible assets with definite useful lives be amortized over their respective
estimated useful lives to their estimated residual values and reviewed for impairment in accordance
with SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets
to Be Disposed Of "SFAS 121".

We were required to adopt the provisions of SFAS 141 immediately, and SFAS 142 effective
January 1, 2002. Any goodwill and any intangible asset determined to have an indefinite useful life
that are acquired in a purchase business combination completed after June 30, 2001 will not be
amortized, but will continue to be evaluated for permanent impairment. We did not complete any
purchase business combination after June 30, 2001. Goodwill and intangible assets acquired in
business combinations completed before July 1, 2001 will continue to be amortized until January 1,
2002.

In connection with the transitional goodwill impairment evaluation, SFAS 142 requires us to
perform an assessment of whether there is an indication that goodwill is impaired as of the date of
adoption. To accomplish this evaluation, we must determine the carrying value of each reporting unit
by assigning the assets and liabilities, including the existing goodwiil and intangible assets, to those
reporting units as of the date of adoption. We have until June 30, 2002 to determine the fair value of
each reporting unit and compare it to the reporting unit’s carrying amount. To the extent a reporting
unit’s carrying amount exceeds its fair value, an indication exists that the reporting unit’s goodwill
may be impaired and we must perform the second step of the transitional impairment test. In the
second step, we must compare the implied fair value of the reporting unit’s goodwill, determined by
allocating the reporting unit’s fair value to all of its assets and liabilities in a manner similar to a
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JONES LANG LASALLE INCORPORATED
Notes to Conseolidated Financial Statements - Continued

purchase price aliocation in accordance with SFAS 141, to its carrying amount, both of which would
be measured as of the date of adoption. This second step is required to be completed as soon as
possibie, but no later than December 31, 2002. Any transitional impairment loss will be recognized as
the cumulative effect of a change in accounting principle in our statement of earnings. Also, any
unamortized negative goodwill existing at the date SFAS 142 is adopted must be credited to the
income statement as part of the cumulative effect of a change in accounting principle.

We have $328.2 million of unamortized intangibles as of January 1, 2002, which will be subject to
the transition provisions of SFAS 142. Approximately $306 million of these intangibles represents
goodwill with an indefinite useful life and will cease to be amortized January 1, 2002. The annual
amortization savings in 2002 will be approximately $10 million. The January 1, 2002 intangibles
balance includes $1 million of negative goodwill, which wili be credited to the income statement as
the cumulative effect of change in accounting principle. The remaining $23 million of identified
intangibles (principally representing management contracts acquired) will be amortized over their
remaining definite useful life. Because of the extensive effort needed to comply with adopting SFAS
142, we cannot reasonably estimate the overall impact, if any, of adopting these Statements on our
financial statements at the date of this report, including whether we will be required to recognize any
transitional impairment losses as the cumulative effect of a change in accounting principle. Although
we are currently in the process of evaluating the effects of adoption and thus no assurance of the
impact can be given, we currently do not believe that adoption will result in any significant
impairment charge against goodwill. Other than the prospective non-amortization of goodwill, which
will result in a non-cash improvement in our operating results, we do not expect the adoption to have
a material effect on our revenue, operating results or liquidity.

Earnings per Share

The basic and diluted losses per common share for the years ended December 31, 2001, 2000 and
1999 were calculated based on basic weighted average shares outstanding of 30,016,122, 24,851,823
and 22,607,350, respectively. The increase in basic weighted average shares outstanding in 2001 is
primarily the result of the expiration of certain vesting conditions on 5.2 million of the shares issued
in connection with the JLW merger. As a result of the net loss incurred during these the periods,
diluted weighted average shares outstanding for the years ended December 31, 2001, 2000 and 1999
do not give effect to common stock equivalents as to do so would be anti-dilutive. These common
stock equivalents consist principally of shares to be issued under employee stock compensation
programs and outstanding stock options whose exercise price was less than the average market price of
our stock during these periods.
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Fimancial Statements - Continued

Revenue Recognition

Advisory and management fees are recognized in the period in which we perform the services.
Transaction commissions are recorded as income at the time we provide the related services unless
future contingencies exist. Development management fees are generally recognized as billed, which
approximates the percentage of completion method of accounting. Incentive fees are recorded in
accordance with specific terms of each compensation agreement and are typically tied to performance
that is measured at contractual milestones, such as the disposition of an asset, or at the conclusion of a
given project. Fees recognized in the current period that are expected to be received beyond one year
have been discounted to the present value of future expected payments. During the final quarter of
2000, we implemented Staff Accounting Bulletin 101 - Revenue Recognition in Financial Statements
("SAB 101") effective January 1, 2000. This is discussed further in Note 16. Pursuant to contractual
arrangements, accounts receivable includes unbilled amounts of $50.4 million and $36.8 million at
December 31, 2001 and 2000, respectively.

Depreciation

Depreciation and amortization is calculated for financial reporting purposes primarily using the
straight-line method based on the estimated useful lives of our assets. Furniture, fixtures and
equipment totaling $40.8 million and $37.7 million at December 31, 2001 and 2000, respectively, are
generally depreciated over seven years. Computer equipment and software totaling $108.7 million and
$84.7 million at December 31, 2001 and 2000, respectively, are generally depreciated over two to
seven years. Leasehold improvements totaling $34.0 million and $29.7 million at December 31, 2001
and 2000, respectively, are amortized over the lease periods which generally range from one to ten
years. Automobiles totaling $11.4 million and $14.6 million at December 31, 2001 and 2000 are
generally depreciated using a declining balance method over three to six years.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases and
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date.

Stock-Based Compensation

We grant stock options for a fixed number of shares to employees with an exercise price equal to
the fair value of the shares at the date of grant. We follow the requirements of the Accounting
Principles Board ("APB") Opinion No. 25, "Accounting for Stock Issued to Employees” in accounting
for stock-based compensation, and accordingly, recognize no compensation expense for stock option
grants, but provide the pro forma disclosures required by SFAS No. 123, "Accounting for Stock-Based
Compensation.”

54




JONES LANG LASALLE INCORPORATED
Notes to Consolidated Financial Statements - Continued

We have also established stock compensation programs for certain of our employees pursuant to
which they are awarded Jones Lang LaSalle common stock if they are employed at the end of the
vesting period. These stock compensation programs meet the definition of fixed awards as defined in
SFAS No. 123, and therefore, we recognize compensation expense, based on the market value of
awards on the grant date, over the vesting period.

See note 13 for additional information on stock-based compensation.

Reclassifications

Certain 2000 and 1999 amounts have been reclassified to conform with the 2001 presentation.
(3) Acquisition and Merger

Compass Acquisition

On October 1, 1998, we acquired all of the common stock of the following real estate service
companies formerly owned by Lend Lease Corporation ("Lend Lease™): Compass Management and
Leasing, Inc. and its wholly owned subsidiaries; The Yarmouth Group Property Management, Inc.; and
ERE Yarmouth Retail, Inc. (formerly Compass Retail, Inc.). On October 31, 1998, we also acquired
Compass Management and Leasing (Australia) Pty Limited, the Lend Lease property management and
corporate property services business in Australia. Atlanta-based Compass Management and Leasing,
Inc. was a global real estate management firm, with operations across the United States, United
Kingdom, South America and Australia. We paid $180.0 million in cash for all of the acquired
companies ("COMPASS"). The purchase of the companies also includes provisions for an earnout
payment of up to $77.5 million over five years. We do not anticipate that the provisions for earnout
payment will be met, and therefore, do not anticipate making payment under the provisions. The
acquisition was accounted for as a purchase. The excess purchase price over the fair value of the
identifiable assets and liabilities acquired was $175.6 million, including transaction costs, of which
$35.1 million was allocated to management contracts and is being amortized on a straight-line basis
over eight years, and $140.5 million was allocated to goodwill and is being amortized on a straight-
line basis over 40 years based on our estimate of useful lives. As discussed in Note 2, as a result of
the adoption of SFAS 142, effective January 1, 2002, we will cease amortizing the net carrying value
of this goodwill. We will continue to amortize the specific intangible associated with management
contracts.
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Jones Lang Wootton Merger

On March 11, 1999, LaSalle Partners merged its business with that of JLW and changed its name
to Jones Lang LaSalie Incorporated. In accordance with the purchase and sale agreements, we issued
14.3 million shares of our common stock on March 11, 1999, plus $6.2 million in cash (collectively,
the "Consideration") in connection with the acquisition of the property and asset management, advisory
and other real estate businesses operated by a series of JLW partnerships and corporations in Europe,
Asia, Australia, North America and New Zealand. Approximately 12.5 million of the shares were
issued to former JLW equity owners (having both direct and indirect ownership) and 1.8 million of the
shares were placed in an employee stock ownership trust ("ESOT") to be distributed by December 31,
2000 to selected employees of the former JLW entities. Included in the total ESOT shares are .9
miilion shares that were allocated on March 11, 1999 and .2 million that were allocated on
December 31, 1999, with the remaining .7 million shares allocated by December 31, 2000. Issuance
of the shares was not registered under the U.S. securities laws, and the shares were generally subject
to a contractual one-year restriction on sale.

Included in the 14.3 million shares originally issued were 1.2 million shares which were subject to
a post-closing net worth adjustment. The procedures related to the post-closing net worth calculation
were completed during the third quarter of 1999 and resulted in 0.5 million shares being retained by

us and an additional $0.5 million in cash consideration being due to certain of the former JLW
OWners.

The transaction, which was principally structured as a share exchange, has been treated as a
purchase and is being accounted for using both APB Opinion No. 16, "Business Combinations" and
APB Opinion No. 25, "Accounting for Stock Issued to Employees" as reflected in the following. table.

Accordingly, JLW’s operating results have been included in our results as of March 1, 1999, the
effective date of the merger for accounting purposes.

Accounting Method Neo. of % of Shares
{shares in millions) Shares Issued
APB Opinion No. 16 7.2 52%
APB Opinion No. 25 -

Fixed Award 5.3 38%

Variable Award 13 _10%
Net Shares Issued 13.8 100%

ll

As noted in the previous table, 7.2 million shares, or 52% of the shares issued, are subject to
accounting under APB Opinion No. 16. The value of those shares totaled $141.8 million for
accounting purposes based on the five-day average closing stock price surrounding the date the
financial terms of the merger with JLW were substantially complete, discounted at a rate of 20% for
transferability restrictions. The value of the shares, in addition to a cash payment of approximately
$6.2 million and capitalizable transaction costs of approximateiy $15.8 million were allocated to the
identifiable assets acquired and liabilities assumed, based on our estimate of fair value, which totaled
$247.5 million and $245.9 million, respectively. Included in the assets acquired was $32.2 million in
cash. Included in the liabilities assumed was $47.4 million of obligations to former partners for
undistributed earnings, all of which was paid by December 31, 2000. The resulting excess purchase
price of $162.2 million was allocated to goodwill which is being amortized on a straight-line basis
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over 40 years based on our estimate of useful lives. As discussed in Note 2, as a resulit of the
adoption of SFAS 142, effective January 1, 2002, we will cease amortizing the net carrying value of
this goodwill.

The remaining 6.6 million shares, or 48% of the shares issued, and $.5 million in cash paid are
subject to accounting under APB Opinion No. 25. Accordingly, shares issued are being accounted for
as compensation expense or deferred compensation expense to the extent they are subject to forfeiture
or vesting provisions. Included in the 6.6 million shares are 1.3 million shares that are subject to
variable stock award plan accounting. The remaining 5.3 million shares and the $.5 million in cash
paid are subject to fixed stock award plan accounting. As of December 31, 2000, all compensation
expense related to these shares has been recognized, therefore, there is no such expense after
December 31, 2000. Compensation expense related to these shares for the year ended December 31,
2000 and December 31, 1999 totaled $85.8 million and $101.6 million, respectively.

{(4) Disposition

Effective December 31, 1996, we sold our Construction Management business and certain related
assets to a former member of management for a $9.1 million note. The note, which is secured by the
current and future assets of the business, is due December 31, 2006 and bears interest at rates of 6.8%
to 10.0%, with interest payments due annually. Annual principal repayments began in January 1998.
The outstanding balance of this loan as of December 31, 2001 is $6.1 million. The payments due
under the terms of this note are current.

Under the terms of the Asset Purchase Agreement, we agreed to provide certain financial
assistance and administrative and financial services, at cost, beginning in January 1997. The nature of
these arrangements prohibited us from recognizing the sale as a divestiture prior to December 31,
1999. We accounted for the results of operations, including principal and interest received on the
note, in a method similar to the equity method of accounting. As such, principal and interest received
under the note were treated as a reduction of such net assets and as a reserve, if necessary, for any
anticipated financial exposure under the terms of the Asset Purchase Agreement with the remainder
recognized as income. Related revenue of $1.8 million has been recognized during 1999 and has been
reflected in Fee Based Services in the accompanying Consolidated Statements of Earnings.

As of December 31, 1999, we had received substantial principal payments on the note receivable
and were no longer obligated to provide financial assistance to the Construction Management business
under the Asset Purchase Agreement. Accordingly, we recognized the disposition as a divestiture at
December 31, 1999 with a resulting gain of $7.5 million in the 1999 Consolidated Statement of
Earnings.

{5) Share Repurchase

On February 6, 2001, we announced that our Board of Directors approved a share repurchase
program authorizing purchases of up to $10.0 million. On March 8, 2001, we repurchased and
cancelled 473,962 shares of our own common stock at a price of $14.65 per share, totaling $6.9
million. Our Board of Directors has increased the total amount authorized for share repurchase back
to $10.0 million. As of December 31, 2001, no further purchases have taken place under this program
and, therefore, we have $10.C million currently authorized for share repurchases.
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(6) Nom-Recurring and Restructuring Charges

During 2001, we incurred non-recurring and restructuring charges. Non-recurring charges include
the write-down of our investments in e-commerce, reserves against potential liabilities associated with
the bankruptcy of two insurance providers and the asset impairment costs associated with the global
restructuring program, including the exit of certain non-strategic business lines and the realignment of
our business in Asia Pacific. Restructuring charges include severance and professional fees associated
with the realignment of our business and exiting certain non-strategic business lines. The following
table lists these charges and associated tax effect. (Amounts in millions)

Pre-Tax Tax Post-Tax
E-commerce investment impairment . . .......... 18.0 29 15.1
Insolvent insurance providers . . ............... 1.9 0.6 1.3
Asset impairments related to business realignment
and restructuring . .. ... ... 13.4 3.3 10.1
Severance and other costs associated with business
realignment and restructuring . .............. 439 145 29.4
77.2 21.3 55.9

|
|
|

E-Commerce Investment Impairment

We reviewed our e-commerce investments on an investment by investment basis, evaluating actual
business performance against original expectations, projected future performance and associated cash
flows, and capital needs and availability. As a result of this evaluation, we determined that our
investments in e-commerce were impaired, and took a charge of $18.0 million (including contractual
commitments of $0.4 million, to be funded in 2002) during 2001 to fully write off these investments.

Insolvent Imsurance Providers

The charges relating to insurance providers are the result of two of our insurance providers, HIH
Insurance Ltd. ("HIH") and Independent Insurance ("Independent"), becoming insolvent during 2001.

HIH provided public liability coverage to the Australian operations of JLW for the years from
1994 to 1997, which coverage would typically provide protection against, among other things, personal
injury claims arising out of accidents occurring at properties for which we had property management
responsibilities. At the date of the insolvency, there were approximately 30 claims relating to this
period that were in varying stages of litigation. During 2001, we established a reserve of $1.6 million
to provide for the exposure relating to HIH. Due to the nature of these claims, it is possible that
future claims may be made. At December 31, 2001, we had settled six of these claims at a cost of
$99.000. In addition, professional fees of $51,000 have also been incurred. There was one large
complex claim, with multipie defendants and plaintiffs, which we believed was covered by another
class of insurance. Due to the likely existence of coverage, we did not believe we would incur
additional costs related to this one large claim, and therefore, no reserve was established for this claim.

Independent has provided professional liability coverage for a number of years to our Europe and
Asia Pacific OOS segments and the Europe region of our Investment Management segment. We have
taken a total charge of $0.3 miilion in 2001 to provide against insurance receivables and expense
prepaid insurance premiums related to Independent.
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Asset Impairments Related to Business Realignment and Restructuring

In the third quarter of 2001, we finalized our decision to exit the non-strategic residential fand
investment business in the Americas region of the Investment Management segment. We have begun
a process of significantly reducing our ongoing involvement in the day to day management of our
associated co-investments and are actively seeking and reviewing opportunities to exit these co-
investments. The charges associated with the exiting of the residential land investment businesses
consists of an impairment provision of $3.5 million against the carrying value of certain residential
land co-investments where we have determined that we intend to no longer fund beyond contractual
commitments. The balance sheet value of these residential land co-investments at December 31, 2001
was $4.2 million. In addition, we have provided guarantees of $3.7 million, offset by a cross
guarantee from another investor of $2.0 million.

In the last six months of 2001, and in response to the global economic slowdown, we implemented
a broad based restructuring of our worldwide business. This restructuring included the closing,
downsizing and consolidation of offices in all parts of our business. The cost of these actions,
including the write off of leasehold improvements and provision against future lease costs for
abandoned space was $8 million. In addition, approximately $500,000 of goodwill was impaired in
Europe as a result of our decision to exit certain businesses in certain countries.

The Asia Pacific business is undergoing a realignment from a traditional geographic structure to
one that is managed according to business lines. Included in this realignment was a decision to exit an
arrangement with a third party in Indonesia whereby the third party acted as our agent. This decision
resulted in the write off of a $1 million receivable from this third party.

Severance and Other Costs Associated With Business Realignment and Restructuring

As noted, in the last six months of 2001, we implemented a broad based restructuring of our
business. This restructuring is expected to reduce worldwide headcount by approximately 650 people.
The majority of these actions were implemented and communicated late in the fourth quarter of 2001,
although local statutory considerations resuited in a significant number of affected employees either
leaving our employment or receiving their termination payments in early 2002. The total charge for
severance and related costs was $43.9 million in 2001. Of these costs, $9.9 million had been paid at
December 31, 2001 with the balance anticipated to be paid out in 2002. Included in the $43.9 million
was $40 million of severance costs and approximately $3 million of professional fees. The balance of
the expenses included relocation and other severance related expenses.
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The following table details the consolidated non-recurring and restructuring charges by segment
(amounts in millions):
Twelve Months Ended

December 31, 2001

Non- Restruc-
Recurring turing

Owner & Occupier Services
AMEricas ............c.ooiiiiiiiian... 18.9 16.0
Burope . ....... . 1.5 21.1
AsiaPacific ............ ... .. ... ...... 3.2 9.4
Investment Management . . ................ 3.9 1.1
Corporate . ............. ... .. . ..., 03 1.8
Consolidated ...................... 27.8 49.4

There were no similar charges in 2000. The non-recurring charges incurred in 2000 consisted of
merger-related stock compensation expense resulting from the JLW Merger.

Merger Related Integration and Transaction Expenses

As a result of the acquisition of Compass in late 1998 and the JLW merger in 1999, we incurred
substantial non-recurring integration and transition expenses through December 31, 1999. These
expenses can be grouped into the following categories (§ in millions):

Twelve Momnthks

Ended
December 31,

1999

Severance and other payroll costs . .. .......... $24.7
Marketing and branding initiatives . ........... 8.7
Professional fees ........................ 79
Travel/meeting costs . . .. .................. 4.7
Office closures . ........................ 38
Total .. ... ... .. .. $49.8

The severance and other payroll costs primarily relate to the redundancy costs associated with the
costs of reengineering the back-office service delivery model in the United States, former LaSalle
Partners employees who were made redundant as a result of these transactions and redundancies across
the three former companies that were not anticipated or planned at the original transaction dates. The
integration efforts post the JLW merger resulted in certain excess LaSalle Partners offices in the
United States being identified. The closure of these offices incurred expense including the write off of
leasehold improvements, furniture and equipment together with an estimate of the lease obligation
from the date that the office was vacated. The former JLW legal entities incurred significant audit,
legal and other professional fees related to the ongoing regulatory process that could not be capitalized
under APB 16. Professional fees were also incurred with regard to both the integration of technology
and communication systems and the back-office review discussed above.
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As a result of the JLW Merger, a significant and aggressive global re-branding initiative was
launched to better communicate the strengths of the new business and its global platform. This
included logo design, creation and installation of new signage on all office buildings, purchase of new
letterhead and business cards and creation of new marketing materials. The complexity of the JLW
merger and the importance to the merged business of employee retention meant that it was essential
there was proper communication and understanding of the merger and the one firm concept within the
respective firms. To facilitate this, a number of meetings were held with global attendees. In
addition, our senior management held a number of meetings around the world to better inform clients,
analysts and investors on the benefits of the JLW merger.

(7) Business Segments

We manage our business along a combination of geographic and functional lines. Operations are
reported as four business segments: the three geographic regions of Owner and Occupier Services
("O0S"), (i) Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of corporate,
investor, and capital markets services, and (iv) Investment Management which offers investment
management services on a global basis. The OOS business consists primarily of tenant representation
and agency leasing, capital markets and valuation services (collectively, "implementation services")
and property management, corporate property services, project and development management services
(collectively, "management services"). The Investment Management segment provides real estate
investment management services to institutional investors, corporations, and high net worth
individuals.

Total revenue by industry segment includes revenue derived from services provided to other
segments. Operating income represents total revenue less direct and indirect allocable expenses. We
allocate all expenses, other than interest and income taxes, as nearly all expenses incurred benefit one
or more of the segments. Merger related non-recurring charges were not allocated to the segments.

During the third quarter of 2001, we changed our measure of segment operating results to exclude
non-recurring and restructuring charges. Prior year results were not materially impacted by this
change. See Note 6 for a detailed discussion of these non-recurring and restructuring charges. We
have determined that it is not meaningful to investors to allocate these non-recurring and restructuring
charges to its segments. In addition, our chief operating decision maker measures the segment results
without these charges allocated.
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Summarized financial information by business segment for 2001, 2000 and 1999 are as follows
($ in thousands):

2001 2800 1999
Owner and Occupier Services -
Americas
Revenue:
Implementation services . ............. $ 153,713 181,777 164,293
Management services . ............... 152,588 139,292 117,395
Equity earnings . . .......... ... ... .. 366 478 873
Otherservices ..................... 1,665 847 1,970
Gain on sale of business .............. -- -- 7,502
Intersegmentrevenue . ............... 1,191 1.898 3.661
309,523 324,292 295,694
Cperating expenses:
Compensation, operating and
administrative expenses . ... ......... 257,531 275,881 246,047
Depreciation and amortization . ......... 24,138 21,505 19.905
Operating income . . ............. § 27.854 26,906 29.742
Europe
Revenue:
Implementation services . .. ........... $ 248,287 273,093 200,939
Management services . . ... ........... 96,417 81,087 54,217
Other services ... .................. 3,532 2,227 2.997
348,236 356,407 258,153
Operating expenses:
Compensation, operating and
administrative expenses . ............ 294,574 303,716 220,427
Depreciation and amortization . ......... 12,652 11,713 8.106
Operating income . .. ............ § 41,010 40.978 29,620
Asia Pacific
Revenue:
Implementation services . ............. $ 78,693 91,196 83,359
Management services . ............... 47,945 41,853 36,617
Other services .. ................... 1.878 2,069 437
128,516 135,118 120,413
Operating expenses:
Compensation, operating and
administrative expenses . ............ 121,935 128,841 106,221
Depreciation and amortization . ......... 6.951 6,102 5,004
Operating income (loss) ... ........ § (70 175 9,188
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2001 2000 1999
Investment Management
Revenue:
Implementation services . ............. $ 2,387 7,228 11,630
Advisory fees .......... ... ... ... 85,841 85,261 67,560
Equity earnings . .. ................. 8,194 16,215 5,447
Otherservices . ..............c..... 170 85 203
Intersegment revenue . ............... -- -- 136
96,592 108,789 84,976
Operating expenses:
Compensation, operating and
administrative expenses . .. .......... 71,216 80,844 69,767
Depreciation and amortization .. ........ 3.679 3.806 3,661
Operating income . .............. $ 21,697 24,139 11,548
Total segment revenue .. ............... $ 882,867 924,606 759,236
Intersegment revenue eliminations . . . . . ... .. (1,191 {1.898) (3.797)
Total revenue . ................. 881,676 922,708 755,439
Total segment operating expenses . . ........ 792,676 832,408 679,138
Intersegment operating expense
eliminations . . . . .......... ... ... .... (1,191) (1.898) (3.797)

Total operating expenses before
non-recurring and restructuring

charges ..................... 791.485 830,510 675,341
Non-recurring and restructuring

charges .................. ... 77,232 85,795 151,401
Operating income (loss) . .......... $ 12,959 6,403 (71.303)

Identifiable assets by segment are those assets that are used by or are a result of each segment’s
business. Corporate assets are principally cash and cash equivalents, office furniture and computer
hardware and software.

The following table reconciles segment identifiable assets to consolidated assets, investments in
real estate ventures to consolidated investments in real estate ventures and fixed asset expenditures to
consolidated fixed asset expenditures. Certain 2000 amounts have been reclassified to conform with
the 2601 presentation.

2001 2000 1999
Investments Investments
in in

Identifiable Real Estate Fixed Asset Identifiable Real Estate Fixed Asset  Fixed Asset

(% in thousands) Assets Ventures Expenditures Assets Ventures Expenditures Expenditures
Owner znd
QOccupier
Services:

Americas . . . $331,130 3,127 10,525 398,520 13,522 14,819 19,294

Europe . ... 222,288 -- 15,625 238,690 - 16,964 10,328

Asia Pacific . 149,004 -- 13,535 147,948 - 9,590 5,887
Investment

Management . 101,896 53,772 647 108,261 61,043 1,976 3,999

Corporate . ... 31,409 - 2,221 20,626 -- 2,757 763

Consolidated . . $835,727 56,899 42,553 914,045 74.565 46,106 40,271
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We conduct business in two countries which individually comprise over 10% of total revenue and
total assets in 2001. Geographic segment information is as follows ($ in thousands):

Total Total

Revenue Assets
United States . . . . ................. $359,785 426,513
United Kingdom . ................. 185,028 172,989
Other foreign countries . ... .......... 336,863 236,225
$881.676 835,727

(8) Investments in Real Estate Ventures

We invest in certain real estate ventures that own and operate commercial real estate. These
investments include non-controlling ownership interests generally ranging from less than 1% to 49.5%
of the respective ventures. We generally account for these interests under the equity method of
accounting in the accompanying Consolidated Financial Statements. As such, we recognize our share
of the underlying profits and losses of the ventures as revenue in the accompanying Consolidated
Statements of Earnings. We are generally entitled to operating distributions in accordance with our
respective ownership interests. We have made capital contributions to the ventures and had remaining
commitments to certain ventures for additional capital contributions, excluding amounts reported below
relating to LaSalle Investment Limited Partnership, of approximately $2.3 million as of December 31,
2001. Substantially all venture interests are held by corporate subsidiaries of Jones Lang LaSalle.
Accordingly, our exposure to liabilities and losses of the ventures is limited to our existing capital
contributions and remaining capital commitments. To the extent that our investment basis may differ
from our share of the equity of an unconsolidated investment, such difference would be amortized
over the depreciable lives of the investee’s investment assets.

Effective January 1, 2001, in order to broaden our co-investment capabilities, we established
LaSaile Investment Limited Partnership ("LILP") as our investment vehicle for substantially all new
co-investments. At December 31, 2001 we had committed capital of euro 102.7 million (§91.1
million), which is equivalent to 49.5% of capital committed to LILP. See note 18 for information on
commitments in 2002. We anticipate that LILP will require this capital over the next three to five
years. Actual cash funded to LILP through December 31, 2001 was euro 4.3 million ($3.9 million).
The balance of LILP is held primarily by institutional investors, including a significant shareholder in
Jones Lang LaSalie. In addition, our Chairman and certain other Directors of Jones Lang LaSalle are
investors in LILP on equivalent terms to other investors. The investment in LILP is accounted for
under the equity method of accounting in the accompanying Consolidated Financial Statements.

LILP has and will invest in certain real estate ventures that own and operate commercial real
estate. LILP generally invests via limited partnerships and intends to own 10% or less of the
respective ventures. LILP has no external debt, nor any current intention to leverage its partners’
capital. LILP has made capital commitments to the ventures of $50.2 million during the year, of
which $42.3 million remained unfunded at December 31, 2001. LILP’s exposure to liabilities and
losses of the ventures is limited to its existing capital contributions and remaining capital
commitments.
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The following table summarizes the financial statements of LILP ($ in thousands):

2001

Balance Sheet

Investments in realestate . . .. ................ $ 6,721
Total ASSets . ... .. o $ 9368
Mortgage indebtedness . ..................... b —
Total Liabilities (1) ........................ $§ 2570
Total Equity ........... ... 0.0 $ 6,798
Statement of Operations

Revenues . .............iuiiineinnnnnan. $ 131

NetLoss .. ..o $ (129)

(1) Total liabilities relate to capital amounts to be refunded to LILP investors.

The following table summarizes the combined financial information for the unconsolidated
ventures {(including those that are held via LILP), accounted for under the equity method of accounting
($ in thousands):

2001 2000 1999
Balance Sheet:
Investments in real estate . .............. $ 2,432,609 2,661,699 2,081,747
Totalassets .. .............c.c.vuvu.. $ 2,628,599 3,010,544 2,603,815
Mortgage indebtedness .. ............... $ 837,243 1,019,752 695,442
Total liabilities ... ................... $1,166436 1,509,112 1,327,824
Totalequity .......... . ... ... .. .... $ 1,462,163 1,501,432 1,275,991
Investments in real estate ventures . .......... $ 56,899 74,565 66,538
Statements of Operations:
Revenues .............. ... .. ....... $ 370,395 671,713 403,557
Netearnings . ..............c.ov..... $ 109,201 225,529 115,571
Equity in earnings from real
estate Ventures . ... ..., $ 8,560 16,693 6,218

During 2001, 2000 and 1999, we made loans to certain of these real estate ventures, of which $7.6
million, $5.7 million and $6.7 million were outstanding at December 31, 2001, 2000 and 1999,
respectively, and are included in Notes Receivable and Advances to Real Estate Ventures and Long-
Term Receivables, Net in the accompanying Consolidated Balance Sheets. These notes, which bear
interest rates of 7.25% to 8.0%, are to be repaid by 2008. With respect to certain co-investment
indebtedness, we also have repayment guarantees outstanding at December 31, 2001 of $6.8 million.
Inciuded in the $6.8 million are residential land co-investment indebtedness guarantees of $3.7 million,
which are offset by a cross guarantee from another investor in the amount of $2.0 million.
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Included in cur investment in real estate ventures at December 31, 2000 was an investment in
LaSalle Hotel Properties ("LHO"), a real estate investment trust, which completed its initial public
offering in April 1998. We provided advisory, acquisition and administrative services to LHO for
which we received a base advisory fee calculated as a percentage of net operating income, as well as
performance fees based on growth in funds from operations on a per share basis. Such performance
fees were paid in the form of LHO common stock or units, at our option. LHO was formed with 10
hotels, we had a nominal co-investment in, and investment advisory agreement with, nine of these
hotels. We contributed our ownership interests in the hotels as well as the related performance fees to
LHO for an effective ownership interest of approximately 6.4%. Effective January 1, 2001, the
Service agreement with LHO was terminated and LHO became a self-managed real estate investment
trust. As a result of the terminated service agreement, we changed our method of accounting for LHO
to the cost method. On February 1, 2001, we sold our investment in LHO and recognized a gain of
$2.7 million.

(9) Debt
Credit Facilities

During the first half of 2000, we increased our unsecured credit agreement from $380 million to
$425 million through the addition of five banks to the credit group. This total was comprised of a
$250 million revolving facility maturing in October 2002 and a $175 million term facility, which was
scheduled to mature on October 15, 2000.

On July 26, 2000, we closed our offering of euro 165 million aggregate principal amount of 9.0%
Senior Notes, due 2007 (the "Euro Notes"). The net proceeds of $148.6 million were used to repay
borrowings under the $175 million term facility that matured on October 15, 2000. The Euro Notes
were issued by Jones Lang LaSalle Finance B.V. ("JLL Finance™), a wholly owned subsidiary of Jones
Lang LaSalle. On August 29, 2000, the remaining borrowings under the term facility were fully
repaid using proceeds from the revolving credit facility and the term facility was terminated.

On September 21, 2001, we increased our unsecured credit agreement from $250 million to $275
miilion, reduced the number of participating banks to eleven from fourteen and extended the maturity
date to September 2004 from the original due date of October 2002.

As of December 31, 2001, we had $275 million available under the revolving credit facility for
working capital needs, investments and acquisitions. We also had the Euro Notes of euro 165 million
and, under the terms of the revolving credit facility, the authorization to borrow up to $50 million
under local overdraft facilities. As of December 31, 2001, there was $59.9 million outstanding under
the revolving credit facility, euro 165 million ($146.8 million), of borrowings under the Euro Notes,
and short-term borrowings of $15.5 million.

The revolving credit facility and the Euro Notes (the "Facilities") are guaranteed by certain of our
subsidiaries. With respect to the revolving credit facility, we must maintain a certain level of
consolidated net worth and a ratio of funded debt to earnings before interest expense, taxes,
depreciation and amortization ("EBITDA"). We must also meet a minimum interest coverage ratio
and minimum liquidity ratio. As part of the global restructuring initiative, we obtained the approval of
our bank group to vary certain of these ratios to reflect the non-recurring and restructuring charges.
Additionally, we are restricted from, among other things, incurring certain levels of indebtedness to
lenders outside of the Facilities and disposing of a significant portion of our assets. Lender approval
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is also required for certain levels of co-investment. There are no covenants or triggers related to a
change in credit rating or a material adverse change. The revolving credit facility bears variable rates
of interest based on market rates. Prior to 2001, we had used interest rate swaps to convert a portion
of the floating rate indebtedness to a fixed rate. The effective interest rate on the Facilities was 7.48%
for the year ended December 31, 2001.

We have various interest-bearing overdraft facilities and short-term credit facilities of subsidiaries
in Europe and Asia Pacific. Of the $50 million authorized under the revolving credit facility for local
overdraft borrowings, we have facilities totaling $37.5 million, of which $8.4 million was outstanding
as of December 31, 2001.

(10) Leases

We lease office space in various buildings for our own use. The terms of these non-cancelable
operating leases provide for us to pay base rent and a share of increases in operating expenses and real
estate taxes in excess of defined amounts. We also lease equipment under both operating and capital
lease arrangements.

Minimum future lease payments (e.g., base rent for leases of office space) due in each of the next
five years ending December 31 and thereafter are as follows ($ in thousands):

Operating Capital
Leases Leases
2002 ... $ 39,083 666
2003 . ... 32,773 630
2004 ... 25,205 398
2005 .. ... 16,425 373
2006 ... ... ... 13,071 93
Thereafter . ............. 16,927 52
$143.484 2,212

Less: Amount representing
interest . .......... 304

Present value of minimum

lease payments ......... $ 1908

The total of minimum rentals to be received in the future under noncancelable operating subleases
as of December 31, 2001 was $11.9 million.

Assets recorded under capital leases in our Consolidated Balance Sheet at December 31, 2001 and
2000 are as follows ($ in thousands):

2001 2000
Furniture, fixtures and equipment $ 2,170 2,862
Computer equipment and software 2,708 3,148
Automobiles 1,845 1,912
Leasehold improvements 3,179 3.337
9,902 11,259
Less accumulated depreciation
and amortization (7.321) (7.274)
Net assets under capital leases $ 2,581 3,985

67




JONES LANG LASALLE INCORPORATED
Notes to Consolidated Financial Statements - Continued
Certain 2000 amounts have been reclassified to conform with the 2001 presentation.

Rent expense was $45.5 million, $44.0 million and $45.0 miilion during 2001, 2600 and 1999,
respectively.

(11) Income Taxes
For the year ended December 31, 2001, 2000 and 1999, our provision for income taxes consisted

of the following (§ in thousands):
Year Ended December 31,

2001 2000 1999
U.S. Federal:
Current ............cooonn... $ -- -- (11,762)
Deferredtax ... ............... (2.216) 498 2,570
(2.216) 498 (9,192)
State and Local:
Current . ....... i 1,063 -- 2,979)
Deferredtax .. ................ (1,921) 32 901
(858) 32 (2,078)
Foreign:
Current ..........covuvini... 13,920 25,220 17,959
Deferredtax . ................. (2,860) (3,697) (1,361)
11,060 21,523 16,598
Total .. ... . $ 7986 22,053 5,328

Income tax expense for 2001, 2000 and 1999 differed from the amounts computed by applying the
U.S. federal income tax rate of 35% to earnings before provision for income taxes (a loss of $7.2
million for the year ended December 31, 2001, a loss of $20.8 million for the year ended
December 31, 2000, a loss of $89.5 million for the year ended December 31, 1999) as a result of the
following ($ in thousands):

2001 2000 1999

Computed "expected” tax
expense (benefit) ........ $(2,519) 35.0% $(7,273) 35.0% $(31,330)  35.0%
Increase (reduction) in
income taxes resulting from:
Nondeductible stock
compensation expense . . .. -- -- 27,433 (132.0%) 34,078  (38.1%)
State and local income
taxes, net of federal

income tax benefit .. ... .. (588) 8.2% 20 (0.1%%) (1,350) 1.5%
Amortization of goodwill
and other intangibles . . . . . 1,195  (16.6%) 1,020 (4.9%) 76 (0.1%)
Nondeductible expenses . . . 3,041 (42.3%) 1,606 (7.7%) 2,402 2.7%)
Foreign earnings taxed
at varying rates . . .. ... .. (901) 12.5% (3,655) 17.6% (1,022) 1.1%
Valuation allowances .. ... 6,943  (96.5%) 1,296 (6.2%) 1,552 (1.7%)
Other,net .............. 815 _(11.2%) 1,606 (1.7%) 922 (1.0%)
$ 7,986 (110.9%) $22.053 (106.0%) $ 5.328 (6.0%)
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For the years ended December 31, 2001, 2000 and 1999, our income (loss) before taxes from
domestic and international sources are as follows (§ in thousands):

Year Ended December 31,

2001 2000 1999
Domestic .. ................... $ (17,635) 3,316 (35,620)
Intemnational . ... ............... 10,438 (24.095) (53,894)
Total ......... ... ...... $ (7.197) (20,779) (89,514)

The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities are presented below (§ in thousands):

Year Ended December 31,

2001 2000 1999
Deferred tax assets:
Accrued expenses . . ... ... ... $ 16,447 12,154 13,525
Revenue deferred per SAB 101 .. .............. 7,740 10,505 --
U.S. Federal and state loss carryforwards . .. ..... .. 10,426 5,311 --
Allowances for uncollectible accounts .. .......... 1,683 2,864 3,983
Foreign tax credit carryforwards . .. ............. 4,410 4,410 3,634
Foreign loss carryforwards . . .. ................ 8,762 6,156 3,326
Property and equipment . .................... 3,172 2,437 2,233
Investments in real estate ventures and
otherinvestments . . ... .................... 9,542 -- 1,208
Other ... ... e 249 529 1,389
62,431 44,366 29,298
Less valuation allowances .. .................. - (12,065 (3,255) (2,020)
$_ 50,366 41,111 27,278
Deferred tax liabilities:
Prepaid pension asset . ...................... $ 4,061 5,360 6,978
Intangible assets . . ......... ... .. ... ... ..., 6,660 4,242 3,743
Income deferred for tax purposes . .............. 2,400 2,850 3,329
Investments in real estate ventures and
other investments . . ... .................... -- 1,161 -
Other . ... ... . . . . . . 1,130 995 1,820
$ 14251 14.608 15,870

In connection with the merger with JLW, we recorded deferred tax assets of $15.6 million and
deferred tax liabilities of $8.2 million as part of its purchase price allocation.

A deferred U.S. tax liability has not been provided on the unremitted earnings of foreign
subsidiaries because it is our intent to permanently reinvest such earnings.

As of December 31, 2001, we had available U.S. Federal net operating loss carryforwards of $18
million which begin to expire in 2019, U.S. state net operating loss carryforwards of $57 million
which expire in 2003 through 2020, foreign net operating loss carryforwards of $30 million which
begin to expire in 2003, and foreign tax credit carryforwards for U.S. federal income tax purposes of
$4.4 million which expire in 2002 through 2004. We do not believe that we will be able to utilize the

$4.4 million of foreign tax credit carryforwards, and therefore we have taken a full valuation reserve
against this tax credit.
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As of December 31, 2001, we believe that the net deferred tax asset of $36.1 million will be
realized based upon our estimates of future income and the consideration of net operating losses,
earnings trends and tax planning strategies. Valuation allowances have been provided with regard to
the tax benefit of certain foreign net operating loss carryforwards, write-downs related to investments
in e-commerce ventures and foreign tax credits, for which utilization is not probable.

(12} Retirement Plans
Defined Comtribution Plans

We have a qualified profit sharing plan that incorporates IRC Section 401(k) for our eligible U.S.
employees. Contributions under the qualified profit sharing plan are made via a combination of
employer match and an annual contribution on behalf of eligible employees. Included in the
accompanying Consolidated Statements of Earnings for the years ended December 31, 2001, 2000 and
1999 are employer contributions of $1.7 million, $1.6 million and $2.5 million, respectively.
Additionally, in 1999, we expensed $1.7 million of nonrecurring contributions to COMPASS
employees as a result of this acquisition. Related trust assets of the Plan are managed by trustees and
are excluded from the accompanying Consolidated Financial Statements.

We maintain several defined contribution retirement plans for our eligible non-U.S. employees.
Contributions to these plans were approximately $2.4 million, $2.5 million and $2.0 million for the
years ended December 31, 2001, 2000 and 1999, respectively.

Defined Benefit Plans

We maintain several contributory defined benefit pension plans to provide retirement benefits to
eligible employees in certain countries. [t is our policy to fund the minimum annual contributions

required by applicable regulations.

Net periodic pension cost consisted of the following (§ in thousands):

2001 2000 1999
Employer service cost - benefits earned during
theyear............. . ... .. ... $ 7,300 6,716 5,902
Interest cost on projected benefit obligation ... .. 5,575 5,130 3,680
Expected (return) loss on plan assets . ......... (8,572) (7,924) (5,332)
Net amortization/deferrals .. ............... - - (1,224)
Net periodic pensioncost . . ... ............. $ 4,303 3,922 3.026
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The change in benefit obligation and plan assets and reconciliation of funded status as of
December 31, 2001, 2000 and 1999 are as follows ($ in thousands):

2001 200¢ 1899
Change in benefit obligation:
Projected benefit obligation at beginning of year . $ 93,854 89,163 --
Mergerwith JLW ... ... ... ... ...... -- - 85,311
Service COSt . . . Lt e 7,300 6,716 5,902
Interestcost .. ........ .. ... 5,575 5,130 3,680
Plan participants’ contributions . . .. ... ... ... 167 136 --
Plan amendments . ..................... 379 -- --
Benefitspaid ............. ... .. ... .... (3,711) (2,482) (1,631)
Actuarial loss (gain) .................... (12,293) 2,144 (4,309)
Changes in foreign exchangerates . . .. ....... (2.673) (6.953) 210
Projected benefit obligation at end of year . . .. $ 88,598 93,854 89.163
Change in plan assets:
Fair value of plan assets at beginning of year . .. $119,763 114,724 --
Merger with JLW ... ... ........ .. ..... - -- 111,197
Actual return on plan assets .. ............. (17,726) 15,998 5,729
Plan contributions . . . ................... 714 470 -
Benefitspaid ................. ... ..... (3,711) (2,482) (2,610)
Changes in foreign exchangerates. . ... ... ... (3.518) (8.947) 408
Fair value of plan assets at end of year ...... $ 95.522 119,763 114,724
Reconciliation of funded status:
Fundedstatus . . .......... ... ........... $ 6,924 25,909 25,561
Unrecognized actuarial loss
(gain) . ... ... .. 6,483 (7,582) (2,153)
Unrecognized prior service cost (credit) . ... ... 377 -- --
Net amount recognized ................. $ 13,784 18,327 23.408

The amounts recognized in the accompanying Consolidated Balance Sheet as of December 31,
2001, 2000 and 1999 are as follows ($ in thousands):

2001 2000 1999
Prepaid pension asset . . .. ................. $ 14,384 18,730 23,956
Accrued pension liability . ................. (600) (403) (548)
Net amount recognized . .................. $ 13,784 18,327 23,408

For one of the plans, the accumulated benefit obligation exceeded the fair value of the plan assets
at December 31, 2001. The related aggregate benefit obligation was $3.0 million and the aggregate
fair value of the plan assets was $2.4 million.

Weighted average assumptions used in developing the projected benefit obligation as of
December 31 were generally as follows:

2001 2000 1999
Discount rate used in determining present values . . 6.25% 6.25% 6.25%
Annual increase in future compensation levels . . . . 4.00% 4.00% 4.00%
Expected long-term rate of return on assets . . . . . . 7.50% 7.50% 7.50%

Plan assets consist of a diversified portfolio of fixed-income investments and equity securities.
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(13) Stock Option and Stock Compensation Plans
Stock Award and Incentive Plan

In 1997, we adopted the 1997 Stock Award and Incentive Plan ("SAIP") that provides for the
granting of options to purchase a specified number of shares of common stock and other stock awards
to eligible participants of Jones Lang LaSalle. Under the plan, the total number of shares of common
stock available to be issued is 8,610,000. The options are generally granted at the market value of
common stock at the date of grant. The options vest at such times and conditions as the
Compensation Committee of our Board of Directors determines and sets forth in the award agreement.
Such options granted in 2001, 2000 and 1999 vest over a period of zero to five years. At
December 31, 2001, 2000 and 1999, there were 3,860,884, 310,378 and 2,127,662 shares, respectively,
available for grant under the SAIP.

The per share weighted-average fair value of options granted during 2001, 2000 and 1999 was
$7.54, $7.42 and $17.63 on the date of grant using the Black Scholes option-pricing model with the
following weighted-average assumptions:

2001 2000 1999
Expected dividend yield ......... 0.00% 0.00% 0.00%
Risk-free interestrate . .......... 5.61% 5.20% 6.90%
Expectedlife ................. 6 to 9 years 6 to 9 years 6 to 9 years
Expected volatility .. ........... 46.72% 49.17% 47.34%
Contractualterms . ............. 7 to 10 years 7 to 10 years 7 to 10 years

We account for our stock option and compensation plans under the provisions of SFAS No. 123,
which allows entities to continue to apply the provisions of APB No. 25 and provide pro forma net
income and net income per share disclosures for employee option grants as if the fair-value-based
method defined in SFAS No. 123 had been applied. We have elected to apply the provisions of APB
No. 25 in accounting for our stock award and incentive plan, and, accordingly, no compensation cost
has been recognized for our stock award and incentive plan in the Consolidated Financial Statements.
Had we determined compensation cost based upon the fair value at the date of grant for its options as
set forth under SFAS No. 123, our net earnings (loss), basic earnings (loss) per common share and
diluted earnings (loss) per common share would have been as foilows ($ in thousands, except share

data):

2001 2000 1999
Netloss . ... .. e $(19,353) (61,931) (98,767)
Basic loss per common share . ................. (0.64) (2.49) 4.37)
Diluted loss per common share . .. .............. (0.64) (2.49) 4.37)

Stock option activity is as follows (shares in thousands):

2001 2009 1999
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at
beginning of year . 2,961.7 $22.46 2,011.0 $ 28.67 1,241.9 $26.75
Granted . .. ...... 603.9 13.12 1,188.7 12.77 997.6 31.45
Exercised ....... 6.0) 12.25 4.9) -- (21.3) 23.25
Forfeited ... ... .. (231.7) 23.97 (233.1) 27.07 (207.2) 31.39
Outstanding at
end of year ... .. 3.327.9 $20.68 2.961.7 $22.46 2,011.0 $28.67

72




JONES LANG LASALLE INCORPORATED
Notes to Consolidated Financial Sitatements - Continued

The foliowing table summarizes information about fixed stock options outstanding at
December 31, 2001:

Optiens Qutstanding Options Exercisable
Number Weighted-Average Number
QOutstanding at Remaining Exercisable at

Range of December 31, Contractual Weighted-Average December 31, Weighted-Average
Exercise Prices 2001 Life Exercise Price 2001 Exercise Price
$9.31-814.75 1,544,068 5.70 years $12.59 316,659 $12.27
$15.00-$21.95 148,032 5.93 years $16.24 64,688 $17.69
$23.00-$35.06 1,627,792 4.49 years $28.67 1,227,964 $28.67
$38.00-$43.88 8,000 4.67 years $38.38 6.800 $38.26
$9.13-543.88 3,327.892 5.12 years $20.68 1,616,111 $25.06

The following table summarizes information about fixed stock options outstanding at
December 31, 2000:

Options Qutstanding Options Exercisable
Number Weighted-Average Number
Outstanding at Remaining Exercisable at

Range of December 31, Contractual Weighted-Average December 31, Weighted-Average
Exercise Prices 2008 Life Exercise Price 2000 Exercise Price
$9.31-$14.75 1,019,666 6.17 years $12.26 3,166 $12.83
$15.00-$21.95 157,548 6.90 years $16.17 24,298 $21.95
$23.00-$35.06 1,771,487 5.46 years $28.78 945,196 $27.64
$38.00-$43.88 13,000 5.27 years $38.23 7.866 $38.15
$9.13-343.88 2,961,701 5.78 years $22.46 980.526 $27.54

The following table summarizes information about fixed stock options outstanding at
December 31, 1999: '

Options Outstanding Options Exercisable
Number Weighted-Average Number
Qutstanding at Remaining Exercisable at

Range of December 31, Contractual Weighted-Average December 31, Weighted-Average
Exercise Prices 1999 Life Exercise Price 1999 Exercise Price
$9.31-814.75 9,500 6.75 years $12.83 - -
$23.00-$35.06 1,984,546 6.45 years $28.65 640,067 $24.90
$38.00-$43.88 17,000 6.09 years $39.56 5.266 $39.60
$ 9.31-$43.88 2,011,046 6.45 years $28.67 645,333 $25.02
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Other Stock Compensation Programs

In November of 2001, we established the Jones Lang LaSalle Savings Related Share Option (UK)
Plan ("SAYE") for employees of our UK based operations. Our Compensation Committee approved
the reservation of 500,000 shares for the SAYE on May 14, 2001. Under the SAYE plan, employees
have a one time opportunity to enter into a tax efficient savings program linked to the option to
purchase our stock. The employees’ contributions for stock purchases wiil be enhanced by Jones Lang
LaSalle through an additional contribution of 15%. Both employee and employer contributions vest
over a period of three to five years. The SAYE plan resulted in the issuance of 219,954 options at an
exercise price of $13.63. Our contribution of $528,000 will be recorded as compensation expense
over the vesting period which begins January 1, 2002.

In March of 2000, we awarded 472,500 restricted shares of our common stock with a weighted-
average grant-date market value of $12.31 to certain of our employees. These shares are drawn from
the SAIP. These shares vest 50% at 34 months from the date of grant, with the remaining 50%
vesting at 58 months from the date of grant. The related compensation cost is amortized to expense
over the vesting period. Total compensation expense recognized under this program during 2001 and
2000 was $1.2 million and $1.4 million, respectively.

In 1999, we established a stock compensation program for certain of our employees pursuant to
which they were paid a portion of their annual bonus in the form of restricted shares of our common
stock. We enhanced the number of shares by 20% with respect to the 1999 plan year, and by 25%
with respect to the 2000 and 2001 plan years. Early in 2000, approximately 500,000 shares, having a
weighted-average grant-date market value of $§11.31 were paid into the program with respect to 1999
bonuses. Of the 500,000 shares paid into the program, 400,000 were drawn from the SAIP, with the
remaining being drawn from shares set aside under the Stock Compensation Program detailed below.
Early in 2001, approximately 700,000 total shares, having a weighted-average grant-date market value
of $13.50 were paid into the program with respect to 2000 bonuses. Of the 700,000 shares paid into
the program, 600,000 were drawn from the SAIP, with the remaining being drawn from shares set
aside under the Stock Compensation Program detailed below. With respect to 2001 bonuses, we
expect to pay approximately 300,000 shares, having a weighted-average grant-date market value of
$17.80, into the program in 2002. These restricted shares vest 50% at 18 months from the date of
grant, and the remaining 50% vest at 30 months from the date of grant. The related compensation
cost is amortized to expense over the service period. The service period consists of the twelve months
of the year to which the payment of restricted stock relates, plus the periods over which the shares
vest. Total compensation expense recognized with respect to this program for the years ending
December 31, 2001, 2000 and 1999 was $6.8 million, $5.1 million and $1.8 million, respectively.

In 1997 and 1998, we maintained a Stock Compensation Program ("SCP") for eligible employees.
Under this program, employee contributions for bonuses for stock purchases were enhanced by us
through an additional contribution of 15%. Employee contributions vested immediately while our
contributions were subject to various vesting periods. The related compensation cost is amortized to
expense over the vesting period. 187,172 total shares were paid into this program. Total
compensation expense recognized under the program during 2001, 2000 and 1999 was $172,802,
$179,600 and $193,700, respectively. As of December 31, 2001, 177,583 shares have been distributed
under this program with the remaining to be distributed in the future. This program was suspended in
1999, therefore no further contributions will be made.
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In 1998, we adopted an Employee Stock Purchase Plan ("ESPP") for eligible employees. Under
this plan, employee contributions for stock purchases will be enhanced by us through an additional
contribution of 15%. Empioyee contributions and our contributions vest immediately. As of
December 31, 2001, 609,339 shares have been purchased under this plan. During 2001 and 2000,
191,715 shares and 191,459 shares, respectively, having weighted-average grant-date market values of
$11.08 and $10.40, respectively, were purchased under the program. No compensation expense is
recorded with respect to this program.

(14) Transactions With Affiliates

We have equity interests in real estate ventures, some of which certain of our officers are trustees,
from which we eamn advisory and management fees. Included in the accompanying Consolidated
Financial Statements are revenues of $44.9 million, $27.7 million and $30.7 million for 2001, 2000
and 1999, respectively, as well as receivables of $5.5 million, $8.2 million and $7.2 million at
December 31, 2001, 2600 and 1999, respectively, related to these equity interests.

We also earn fees and commissions for services rendered to affiliates of Dai-ichi Life Property
Holdings, Inc. and Gothaer Lebensversicherung A.G., two significant stockholders. Included in the
accompanying Consolidated Financial Statements are revenues from such affiliates of $9.0 million,
$7.6 million and $8.5 million for 2001, 2000 and 1999, respectively, as well as receivables for
reimbursable expenses and revenues as of December 31, 2001, 2000 and 1999 of $0.5 million, $2.3
million and $1.5 million, respectively.

Some members of our Board of Directors are also on the Board of Directors of some of our
clients. Included in the accompanying Consolidated Financial Statements are revenues of $1.8 million
for 2001, as well as receivables of $0.2 million at December 31, 2001 related to these clients.

Mr. Stuart L. Scott, as well as an entity affiliated with Mr. Scott, are limited partners of Diverse
Real Estate Holdings Limited Partnership ("Diverse"). Diverse has an ownership interest in and
operates investment assets, primarily as the managing general partner of real estate development
ventures. Prior to January 1, 1992, Jones Lang LaSalie earned fees for providing development
advisory services to diverse as well as fees for the provision of administrative services. Effective
January 1, 1992, Jones Lang LaSalle discontinued charging fees to Diverse for these services. In
1992, Diverse began the process of discontinuing its operations and disposing of its assets. In 2001,
Diverse made no payments to Jones Lang LaSalle. At the end of 2001, the total receivable due from
Diverse in connection with such fees and interest thereon was $0.7 million. Mr. Scott directly holds
an approximately 13.4% partnership interest in Diverse. In addition, the Stuart Scott Trust, a trust
affiliated with Mr. Scott, has a 6.4% partnership interest in Diverse. Diverse did not make
distributions to its partners in 2001.
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The outstanding balance of loans to employees at December 31, 2001 is shown in the following
table.

2001

Loans related to Co-Investments (1}2) ... .............. 1.3
Travel, relocation and other

miscellaneous advances . ............. .. ... ... ... 1.9

3.2

{1} These loans have been made to aliow employees the ability to participate in investment fund
opportunities. With the exception of $150,000 of these co-investment related loans, all loans
are nonrecourse loans.

(2) Included in loans related to co-investments is an advance of $95,000 to an employee who is a
member of our Board of Directors.

(15) Commitments and Contingencies

In our normal course of business, as of December 31, 2001, we had $5.4 million of performance
bonds, $5.3 million of letters of credit and $6.8 million of co-investment indebtedness guarantees
outstanding. Included in the $6.8 million of co-investment indebtedness are residential land co-
investment indebtedness guarantees of $3.7 million, which are offset by a cross guarantee from another
investor in the amount of $2.0 million. We do not expect to incur any material losses under these
guarantees.

We are a defendant in various litigation matters arising in the ordinary course of business, some of
which involve claims for damages that are substantial in amount. Many of these litigation matters are
covered by insurance. We do not expect the ultimate resolution of such litigation matters to have a
material adverse effect on our financial position, results of operations or liquidity.
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(16) Implementation of SAB 101

During December 1999, the Securities and Exchange Commission ("SEC") issued Staff
Accounting Bulletin No. 101, "Revenue Recognition in Financial Statements," ("SAB 101"), which
provides guidance on various revenue recognition matters. Historically, we and certain other real
estate service companies had recorded the full amount of lease commissions as revenue upon the
completion of leasing services and the closing of the transaction, when invoicing for a portion of the
commission was to be delayed until actual tenant occupancy. This policy was based upon the fact that
we had fulfilled all of our contractual obligations and the likelihood of the tenant defaulting under the
lease was extremely remote. Under SAB 101, such lease commission revenue should be deferred until
the parties to the lease contract have fulfilled their respective obligations. We adopted the provisions
of SAB 101, retroactively applying them as of January 1, 2000.

As a result, revenue recognition is now deferred until all parties to the lease contract have fulfilled
their respective lease obligations if the fee income is dependent upon those contingencies being

removed. This change in accounting policy does not impact the timing or amount of cash flow, or the
amount of earnings that we will ultimately recognize.

Effective January 1, 2000, we recorded a one-time, non-cash, after-tax cumulative effect of a
change in accounting principle of $14.2 million, net of taxes of $8.7 million. This adjustment
represents revenues of $22.9 million that had been recognized prior to January 1, 2000 that would not
have been recognized if the new accounting policy had been in effect in prior years. These revenues
will be recognized as the underlying contingencies are satisfied. We recognized $5.8 million and
$16.2 million of these revenues in 2001 and 2000, respectively, and expect to recognize the balance of
$0.9 million in 2002.

The new revenue recognition policy meant that revenue associated with transactions in the year
2000 was deferred until 2001 or later. In 2000, we deferred $20.9 million of such revenue. SAB 101
was fully implemented into our accounting systems in 2001.

The net impact of the implementation of SAB 101 on our 2000 operating income was to reduce
the reported operating income by $4.7 million.

We are unable to estimate the pro-forma impact that the change in accounting principle would
have had on 1999 on a stand alone basis. This is because the underlying books and records were not
maintained in such a manner as to facilitate the subsequent identification of those transactions where
such contingencies existed, or when such contingencies were removed.
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{17} Supplemental Condensed Consolidating Financial Statements

On July 26, 2000, Jones Lang LaSalle Finance B.V. ("JLL Finance"), a wholly-owned subsidiary
of Jones Lang LaSalle, issued 9% Senior Notes with an aggregate principal amount of Euro 165
million, due 2007 (the "Euro Notes"). The payment obligations under the Euro Notes are fully and
unconditionally guaranteed by Jones Lang LaSalle Incorporated and certain of its wholly-owned
subsidiaries; Jones Lang LaSalle America’s Inc., LaSalle Investment Management, Inc., Jones Lang
LaSalle International, Inc., Jones Lang LaSalle Co-Investment, Inc., and Jones Lang LaSalle Ltd. (the
"Guarantor Subsidiaries"). All of Jones Lang LaSalle Incorporated’s remaining subsidiaries (the "Non-
Guarantor Subsidiaries") are owned by the Guarantor Subsidiaries. The following supplemental
Condensed Consolidating Balance Sheets as of December 31, 2001 and December 31, 2000,
Condensed Consolidating Statement of Earnings and Condensed Consolidating Statement of Cash
Flows for the years ended December 31, 20€1, 2000 and 1999 present financial information for (i)
Jones Lang LaSalle Incorporated (carrying any investment in subsidiaries under the equity method),
(ii) Jones Lang LaSalle Finance B.V. (the issuer of the Euro Notes), (iii) on a combined basis the
Guarantor Subsidiaries (carrying any investment in Non-Guarantor Subsidiaries under the equity
method) and (iv) on a combined basis the Non-Guarantor Subsidiaries (carrying its investments in JLL
Finance under the equity method). Separate financial statements of the Guarantor Subsidiaries are not
presented because the guarantors are jointly, severally, and unconditionally liable under the guarantees,
and Jones Lang LaSalle Incorporated believes that separate financial statements and other disclosures
regarding the Guarantor Subsidiaries are not material to investors. In general, historically, Jones Lang
LaSalle Incorporated has entered into third party borrowings, financing its subsidiaries via
intercompany accounts that are then converted into equity on a periodic basis. Certain Guarantor and
Non-Guarantor Subsidiaries also enter into third party borrowings on a limited basis. All
intercompany activity has been included as subsidiary activity in investing activities in the Condensed
Consolidating Statements of Cash Flows. Cash is managed on a consclidated basis and there is a right
of offset between bank accounts in the different groupings of legal entities in the condensed
consolidating financial information. Therefore, in certain cases, negative cash balances have not been
reallocated to payables as they legally offset positive cash balances elsewhere in Jones Lang LaSaile
Incorporated. In certain cases, taxes have been calculated on the basis of a group position that
includes both Guarantor and Non-Guarantor Subsidiaries. In such cases, the taxes have been allocated
to individual legal entities on the basis of that legal entity’s pre-tax income.
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Balance Sheet
As of December 31, 2001
(3 in thousands)

Jones Lang
LaSalle Jones Lang Consolidated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Eliminations Incorporated
Assets
Cash and cash
equivalents ........ $ 3,142 52 (2,843) 10,095 -- 10,446
Trade receivables,
net of allowances . . . . 132 - 84,492 137,966 - 222,590
Other current assets . . . (4,575) - 31,389 26,663 - 53.477
Total current
assets . . ........ (1,301) 52 113,038 174,724 -- 286,513

Property and equipment,

at cost, less accumu-

lated depreciation . .. 4,388 - 48,817 39,298 - 92,503
Intangibles resulting

from business acquisi-

tions and JLW merger,

net of accumulated

amortization ....... - - 240,063 88,106 - 328,169
Other assets, net .. ... 26,154 - 68,745 33,643 - 128,542
Investment in

subsidiaries . ....... 216,825 - 212,452 367 (429.644) --

$ 246,066 52 683.115 336,138 (429.644) 835,727

Liabilities and
Stockholders’ Equity
Accounts payable and

accrued liabilities. ... $ 10,572 836 42,568 62,992 -- 116,968
Short-term borrowings . - - 9,147 6,350 -- 15,497
Other current

liabilities . ........ (81,592) (207,773) 400,555 43.980 -- 155,170

Total current
liabilities . ...... (71,020) (206,937) 452,270 113,322 -- 287,635
Long-term liabilities:
Credit facilities . . ... - 59,854 - -- -- 59,854
9% Senior Notes,
due 2007 ........ -- 146,768 -- -- - 146,768
Other ............ 2,705 -- 14,020 9,575 -- 26,300
Total liabilities . . .. (68,315) 3135 466,290 122,897 -- 520,557

Commitments and
contingencies

Minority interest in

consolidated
subsidiaries . ....... -- -- -- 789 -- 789
Stockholders’ equity . . . 314,381 367 216,825 212.452 (429.644) 314,381

$ 246,066 52 683.115 336,138 (429.644) 835,727
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JONES LANG LASALLE INCORPORATED

Notes to Consclidated Financial Statements - Continued

Condensed Consolidating Balance Sheet
As of December 31, 2000
(8 in thousands)

Jomes Lang
LaSalle Jones Lang Consolidated
Incorporated LaSalle Jones Lang
(Paremt and Finance Guarantor Non-Guaranter LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Eliminations Incorporated
Assets “neorporated
Cash and cash
equivalents . ....... $ 3,689 152 (3,665) 18,667 -- 18,843
Trade receivables,
net of allowances . . . . 124 - 98,120 145,957 - 244,201
Other current assets . . . 9,285 - 26,881 21,851 - 58.017
Total current
assets . . .... ... 13,098 152 121,336 186,475 -- 321,061

Property and equipment,

at cost, less accumu-

lated depreciation . .. 3,093 - 51,566 35,647 - 90,306
Intangibles resulting

from business acquisi-

tions and JLW merger,

net of accumulated

amortization ....... - -- 249,586 100,543 -- 350,129
Other assets, net ... .. 12,270 -- 74,254 66,025 -- 152,549
Investment in

subsidiaries . ....... 278,523 -- 262,888 213 (541,624) -

$ 306,984 152 759,630 388.903 _(541,624) 914,045

Liabilities and
Stockholders’ Equity
Accounts payable and

accrued liabilities . ... $ 19,553 954 29,351 61,880 -- 111,738
Short-term borrowings . - - 5,174 3,662 - 8,836
Other current

liabilities . ........ (49,618) (242,126) 434,720 44,156 -- 187,132

Total current
liabilities . ...... (30,065) (241,172) 469,245 109,698 -- 307,706
Long-term liabilities:
Credit facilities .. ... -- 85,565 -- -- -- 85,565
9% Senior Notes,
due 2007 ... ..... - 155,546 -- -- -- 155,546
Other ............ 4,711 -- 11,862 15,750 -- 32,323
Total liabilities . . .. (25,354) (61) 481,107 125,448 -- 581,140

Commitments and
contingencies

Minority interest in

consolidated
subsidiaries . . ... ... - -- -- 567 -- 567
Stockholders’ equity . . . 332,338 213 278.523 262,888 (541.624) 332,338

$ 306,984 152 759.630 388.903 (541,624) 914,045
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JONES LANG LASALLE INCORPORATED
Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Earnings
For the Year Ended December 31, 2061
(8 in thousands)

Jones Lang
LaSalle Jones Lang

Conseclidated

Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Eliminatiens Incorporated
Revenue ......... $ -- -- 426,640 455,036 -- 881,676
Equity earnings (loss)
from subsidiaries . . (3.045) -- 9.768 263 (6,986) --
Total revenue . .. (3,045) - 436,408 455,299 (6,986) 881,676
Operating expenses
before non-opera-
tional non-recurring
and restructuring
charges .. ....... 17,884 32 370,686 402,883 -- 791,485
Non-recurring and
restructuring
charges . ........ 369 -- 46,664 29.999 -- 77.232
Operating income
(loss) ........ (21,498) (32) 19,058 22,417 (6,986) 12,959
Interest expense, net
of interest income . (4.344) (756) 15.369 9.887 -- 20,156
Earnings (loss)
before provision
(benefit) for
income taxes
and minority
interest .. ... .. (17,154) 724 3,689 12,530 (6,986) (7,197)
Net provision (benefit)
for income taxes . . (1,743) 461 6,734 2,534 -- 7,986
Minority interests in
earnings of
subsidiaries . ... .. -- -- -- 228 -- 228
Net earnings (loss) . . $ (15.411) 263 (3.045) 9,768 (6,986) (15.411)
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Earnings
Year Ended December 31, 2000
(8 in thousands)

Jones Lang
LaSalle Jones Lang Consolidated
Incorporated LaSalle Jones Lang
{Parent and Finance Guarantor Non-Guarantor LaSalle
Guaranter) B.V. Subsidiaries Subsidiaries Eliminations Incorporated
Revenue ........... $ - - 433,890 488,818 -- 922,708
Equity earnings (loss)
from subsidiaries . . . . 49.064 == 55.832 110 (105,006) --
Total revenue .. ... 49,064 - 489,722 488,928 (105,006) 922,708
Operating expenses
before merger re-
lated non-recurring
charges ... ........ 17,565 2 408,690 404,253 - 830,510
Merger related non-
recurring charges . . . . 79.908 -- 3.433 2,454 -- 85.795
Operating income
(loss) . ......... (48,409) (2) 71,599 82,221 (105,006) 6,403
Interest expense, net
of interest income . . . 7.931 (209) 16,245 3.215 -- 27.182
Earnings (loss)
before provision
for income taxes
and minority
interest . ....... (56,340) 207 61,354 79,006 (105,006) (20,779)
Net provision for
income taxes . ...... 720 97 2,479 18,757 - 22,053
Minority interests in
eamings of
subsidiaries . .. ... .. - -- -- 21 - 21)

Net earnings (loss),

before cumulative

effect of change in

accounting principle . . (57,060) 110 58,875 60,270 (105,006) (42,811)
Cumulative effect of

change in accounting

principle, net

oftax ............ - - (9.811) (4.438) - (14.249)
Net earnings (loss) . ... $_(57,060) 110 49,064 55,832 (105.006) (57,060)

82




JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Earnings
Year Ended December 31, 1999
(8 in thousands)

Jomes Lang
LaSalle Jones Lang Consolidated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Neon-Guaranter LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Eliminations Incorporated
Revenue ........... $ -- - 342,871 412,568 -- 755,439
Equity earnings (loss)
from subsidiaries . . . . 8.970 -- 53,410 - (62,380) --
Total revenue . . . .. 8,970 - 396,281 412,568 (62,380) 755,439
Operating expenses
before merger re-
lated non-recurring
charges ........... 13,816 - 341,276 320,249 - 675,341
Merger related non-
recurring charges . . . . 100,054 - 41,536 9.811 - 151,401
Operating income
(loss) .......... (104,900) - 13,469 82,508 (62,380) (71,303)
Interest expense, net
of interest income . . . 1,979 -- 16,325 (93) - 18211
Earnings (loss)
before provision
{benefit) for
income taxes . ... (106,879) - (2,856) 82,601 (62,380) (89,514)
Net provision (benefit)
for income taxes . ... (12.037) == _(11.826) 29.191 -- 5.328
Net earnings (loss) . ... § (94.842) - 8,970 53,410 (62,380) . _(94,842)
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Cash Flows
For the Twelve Months Ended December 31, 2001
(8 in thousands)

Jomes Lang
LaSalle Jomes Lang Consclidated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Incorporated
Cash flows provided by
operating activities . . ... ... ... .. $ (10,653) 34 37,061 27,661 54,103

Cash flows provided by (used in)
investing activities:
Net capital additions-
property and equipment . . .. ..... (2,346) - - (16,309) (17,137) (35,792)
Other acquisitions and investments,
net of cash acquired and

transaction costs . .. ........... -- -- (5,129) (284) (5,413)
Subsidiary activity . ............ 23,139 25,576 (7,039) (41,676) --
Investments in real estate ventures . . - - (11,723) 20,379 8,656
Net cash provided by (used in)
investing activities ........... 20,793 25,576 (40,200) (38,718) (32,549)

Cash flows provided by (used in)
financing activities:

Net borrowings under credit facility . (1,824) (25,710) 3,961 2,485 (21,088)
Shares repurchased ............ (11,060) -- -- -- (11,060)
Common stock issued under stock
option plan and stock purchase
PIOBIAMS . . v v vvvvenn e on s 2,197 - - - 2,197
Net cash provided by (used in)
financing activities ........... (10,687) (25,710) 3.961 2,485 (29.951)
Net increase (decrease) in
cash and cash equivalents . .. ..... (547) (100) 822 (8,572) (8,397)
Cash and cash equivalents,

beginning of period .. .......... 3.689 152 (3.665) 18.667 18.843

Cash and cash equivalents,
endofperiod ................ $ 3142 52 (2.843) 10,095 10,446
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JONES LANG LASALLE INCORPORATED

Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Cash Flows
For the Twelve Months Ended December 31, 2000
($ in thousands)

Jones Lang
LaSaile Jones Lang Consolidated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Incorporated
Cash flows provided by
operating activities . . .. ......... $ 11,070 1,064 45913 82,293 140,340
Cash flows provided by
(used in) investing
activities:
Net capital additions-
property and equipment . . . ... ... (2,433) -- (19,695) (23,676) (45,804)
Other acquisitions and
investments, net of cash
acquired and transaction
COSES . .. - - (12,418) (915) (13,333)
Subsidiary activity . ............ 311,876 (238,787) (17,018) (56,071) --
Investments in real
estate ventures . .............. -- -- (3.144) (4,309) (7.453)
Net cash provided by
(used in) investing
activities . .......... ... ... 309,443 (238,787) (52,275) (84,971) (66,590)
Cash flows provided by (used in)
financing activities:
Net borrowings under credit
facility ........ ... ......... (316,214) 85,565 4215 (1,551) (227,985)
Net proceeds from issuance
of the Euro Notes . . ........... (1,169) 152,310 (2,545) -- 148,596
Shares repurchased ............ (816) -- -- -- (816)
Common stock issued under
stock option plan and
stock purchase programs ........ 1,990 - - -~ 1,990
Net cash provided by (used in)
financing activities .......... {316,209) 237.875 1,670 (1,551) (78.215)
Net increase (decrease) in
cash and cash equivalents .. ...... 4,304 152 (4,692) (4,229) (4,465)
Cash and cash equivalents,
beginning of period ... ......... (615) - 1,027 22.896 23,308
Cash and cash equivalents,
end of period ................ $ 3.689 152 (3,665) 18,667 18,843
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JONES LANG LASALLE INCORPORATED
Notes to Consolidated Financial Statements - Continued

Condensed Consolidating Statement of Cash Flows
For the Twelve Months Ended December 31, 1999
(8 in thousands)

Jomes Lang
LaSalle Jomes Lang Consolidated
Incorporated LaSalle Jones Lang
(Paremt and Finance Guarantor Non-Guarantor LaSaile
Guarantor) B.V. Subsidiaries Subsidiaries Incorporated
Cash flows provided by (used in)
operating activities ............. $ (26,609) -- (76,843) 85,225 (18,227)
Cash flows provided by (used in)
Investing activities:
Net capital additions - property and
equipment ................ (734) - (24,517) (11,597) (36,848)
Cash balances assumed in Jones Lang
Wootton merger, net of cash paid
and transaction costs . ........ - -- 19,388 (56,676) (37,288)
Cther acquisitions and investments,
net of cash acquired and transaction
COSES . oot -- - (1,022) (2,008) (3,030
Subsidiary activity . ........... (91,893) - 93,929 (2,036) --
Investments in real estate ventures -- -- (4.835) 1,134 (3.701)
Net cash provided by (used in)
investing activities ........ (92,627) - 82,943 (71,183) (80,867)
Cash flows provided by (used in)
financing activities:
Net borrowings under credit facility . 113,982 -- (7,233) (4,224) 102,525
Common stock issued under stock
optionplan ................. 2,936 - - - 2,936
Net cash provided by (used in)
financing activities . ....... 116,918 - (7,233) (4,224) 105,461
Net increase (decrease) in
cash and cash equivalents . . .. .... (2,318) -- (1,133) 9,818 6,367
Cash and cash equivalents,
beginning of period ............ 1,703 -- 2,160 13.078 16,941
Cash and cash equivalents,
endofperiod .............. .. 3 615 - 1,027 22.896 23,308
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(18) Subsequent Events

With respect to LILP, discussed in Note 8, on March 28, 2002, LILP secured additional capital
commitments. As a result of these additional commitments, our investment commitment to LILP has

increased by euro 43 million ($38 million). As such, we have reached our maximum commitment to
LILP of euro 150 million.

On February 20, 2002, the Compensation Committee of the Board of Directors approved the grant
of 280,000 restricted stock units to certain employees. These restricted stock units, which were
granted under the 1997 Jones Lang LaSalle Stock Award and Incentive Plan, have a zero strike price
and 50% will vest July 1, 2005 (over 40 months) and 50% will vest July 1, 2007 (over 64 months).
The total related compensation expense of $4.8 million (280,000 shares at $17.21 per share) will be
expensed over the vesting periods.
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QUARTERLY RESULTS OF OPERATIONS (UNAUBITED)

The following table sets forth certain unaudited consolidated statements of earnings data for each
of our last eight quarters. In our opinion, this information has been presented on the same basis as the
audited consolidated financial statements appearing elsewhere in this report, and includes all
adjustments, consisting only of normal recurring adjustments and accruals, that we consider necessary
for a fair presentation. The unaudited consolidated quarterly information should be read in conjunction
with our Consolidated Financial Statements and the notes thereto. The operating results for any
quarter are not necessarily indicative of the results for any future period.

JONES LANG LASALLE INCORPORATED
Quarterly Information

(Unaudited)
2001
($ in thousands, except share data) Mareh 31 June 30 Sept. 30 Dec. 31 Year
Revenue:
Owner & Occupier Services:
AMEICAS . .t e $ 60,162 74,464 74,891 100,006 309,523
Europe . . ... e 87,069 78,178 75,928 107,061 348,236
Asia Pacific ............ ... .. . . oo 27,683 28,325 32,539 39,969 128,516
Investment Management . ....................... 22,355 18,164 33,429 22,644 96,592
Less: intersegment revenue . ..................... (160) (550) (189) (292) (1,191)
Total revenue .. ............ .. ... . . ..., 197,109 198,581 216,598 269,388 881,676
Operating expenses:
Owner & Occupier Services:
AMEIICAS . .. o vt 69,929 70,307 66,489 74,944 281,669
Europe . ... .. .. 79,236 72,943 71,924 83,123 307,226
AsiaPacific ........ ... ... .. . L 30,396 30,846 31,965 35,679 128,886
Investment Management . .. ..................... 17,582 18,647 20,528 18,138 74,895
Less: intersegment eXpenses . . ... ................. (160) (550) (189) (292) (1,191)
Non-recurring and restructuring charges . ............. 1,055 2,595 24,490 49,092 77.232
Total operating eXpenses . . . .. ...t 198,038 194,788 215,207 260,684 868,717
Operating income (loss) ................. ... ..... $ (929 3,793 1,391 8,704 12,959
Net earnings (1085) . . .. vt ii e $ (3,546) (1,922) (6,181) (3,762) (15,411)
Basic earnings (loss) per common share ... ........... $  (0.12) (0.06) (0.21) 0.13) (0.51)
Diluted earmings (loss) per common share . . ........... $ (0.12) (0.06) 0.21) (0.13) (0.51)
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JONES LANG LASALLE INCORPORATED
Quarterly Information - Continued

(Unaudited)
2000
(8 in thousands, except share data) March 31 June 3(_) " Sept. 30 Dec. 31 Year
Revenue:

Owner & Occupier Services: »
Americas . ...... ... $ 53,822 67,405 80,156 122,909 324,292
Burope . . ... e 82,095 91,412 81,269 101,631 356,407
Asia Pacific ........ .. ... ... . o oo 30,838 33,725 32,576 37,979 135,118

Investment Management . ............. P 23,227 30,759 30,501 24,302 108,789

Less: intersegment revenue ........... P (3935) 17 (412) (1.108) (1,898)
Total revenue . . ... .........c.iuiuinenna.. 189,587 223,318 224,090 285,713 922,708
Operating expenses:

Owner & Occupier Services:

Americas . ........... . e 65,613 63,526 72,011 96,236 297,386
Burope . ... ... 76,448 86,247 68,735 83,999 315,429
AsiaPacific ......... .. ... ... .. i 30,243 35,224 34,457 35,019 134,943

Investment Management . ....................... 19,834 20,871 21,234 22,711 84,650

Less: intersegment eXpenses . .. ... ................ (3935) 17 (412) (1,108) (1,898)
Merger related non-recurring charges . ............... 18,326 18,865 18,191 30,413 85,795
Total operating expenses . . .. .........ceeriearran 210,069 224,750 214,216 267,270 916,305
Operating income (10S8) . ........ ... .cvurvinn.n.. $ (20,482) (1,432) 9,874 18,443 6,403
Eamings (loss) before cumulative effect of

change in accounting principle .. .................. $ (22,922) (12,392) (5,656) (1,841) (42,811)
Net eamnings (I0SS) . . .. ..o v it $ (37,171) (12,392) (5,656) (1,841) (57,060)
Basic earnings (loss) per common share before

cumulative effect of change in accounting principle . . . .. $ (094 (0.50) (0.22) (0.07) (1.72)
Basic eamnings (loss) per common share .............. § (152 (0.50) 0.22) 0.07) (2.30)
Diluted eamnings (loss) per common share before

cumulative effect of change in accounting principle ... .. $ (094 (0.50) 0.22) {0.07) ( 1‘.72)
Diluted eamnings (loss) per common share . . . . . . PR T ¢ B 7)) (0.50) (0.22) 0.07) (2.30)
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JONES LANG LASALLE INCORPORATED

Schedule I - Valuation and Qualifying Accounts
($ in thousands)

Balance at Additions Balance
Beginning  Costs and Other at End
Description ) of Period Expenses Accounts  Deductions(B) of Period
2001
Accounts Receivable .
Reserves . ................. $ 9,261 8,257 . -- 11,213 $ 6,305
2000
Accounts Receivable
RESEIVesS . . ..o oo $ 9,871 5,464 -- .6,074 -$9,261
1999
Accounts Receivable
Reserves ... ............... $ 3,978 2,744 8,722(A) 5,573 $9,871

(A) Represents reserve acquired as a result of the merger with JLW.

(B) Includes primarily write-offs of uncollectible accounts.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this item is incorporated by reference to the material in Jones Lang
LaSalle’s Proxy Statement for the 2002 Annual Meeting of Stockholders (the "Proxy Statement")
under the captions "Election of Directors," "Management” and "Section 16(a) Beneficial Ownership
Reporting Compliance."

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated by reference to the material in the Proxy
Statement under the caption "Executive Compensation.”

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

The information required by this item is incorporated by reference to the material in the Proxy
Statement under the caption "Security Ownership."

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this item is incorporated by reference to the material appearing in the
Proxy Statement under the caption "Certain Relationships and Related Transactions."
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PART IV

ITEM 14, EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS
ON FORM 8-K

The following documents are filed as part of this report:
(a) Financial Statements and Schedules:
1. Financial Statements
See index to Consolidated Financial Statements in Item 8 of this report.
2. Financial Statement Schedule:
See Index to Consolidated Financial Statements in Item 8 of this report.
3. Exhibits

A list of exhibits is set forth in the Exhibit Index which immediately precedes
the exhibits and is incorporated by reference herein.

(b) Reports on Form 8-K:
On January 29, 2001, Jones Lang LaSalle filed a Report on Form 8-K announcing

that a2 wholly-owned subsidiary had extended the expiration date for the exchange offer
for its euro 165,000,000, 9% Senior Notes, due 2007.

On March 22, 2002, Jones Lang LaSalle filed a report on Form 8-K incorporating
an Investor Relations presentation.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this filing and elsewhere (such as in reports, other filings with the Securities
and Exchange Commission, press releases, presentations and communications by Jones Lang LaSalle
or its management and written and oral statements) may constitute "forward-looking statements" within
the meaning of the Private Securities Litigation Reform Act of 1995. Such forward-looking statements
involve known and unknown risks, uncertainties and other factors which may cause Jones Lang
LaSalle’s actual results, performance, achievements, plans and objectives to be materially different
from any future results, performance, achievements, plans and objectives expressed or implied by such
forward-looking statements. Such factors are discussed in (i) this Report in Item 1. "Business," Item 7.
"Management’s Discussion and Analysis of Financial Condition and Results of Operations,” Item 7A.
"Quantitative and Qualitative Disclosures About Market Risk," and elsewhere, (ii) Jones Lang
LaSalle’s Proxy Statement dated April 3, 2002, and (iii) in other reports filed with the Securities and
Exchange Commission. Jones Lang LaSalle expressly disclaims any obligation or undertaking to
update or revise any forward-looking statements to reflect any changes in events or circumstances or
in its expectations or results.

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of Jones Lang LaSalle Incorporated, a
Maryland corporation, and the undersigned Directors and officers of Jones Lang LaSalle Incorporated,
hereby constitutes and appoints Christopher A. Peacock, Peter C. Roberts, Lauralee E. Martin and
Nicholas J. Willmott its, his or her true and lawful attorneys-in-fact and agents, for it, him or her and
in its, his or her name, place and stead, in any and all capacities, with full power to act alone, to sign
any and all amendments to this report, and to file each such amendment to this report, with all exhibits
thereto, and any and all documents in connection therewith, with the Securities and Exchange
Commission, hereby granting unto said attorneys-in-fact and agents, and each of them, full power and
authority to do and perform any and all acts and things requisite and necessary to be done in and
about the premises, as fully to all intents and purposes as it, he or she might or could do in person,
hereby ratifying and confirming all that said attormeys-in-fact and agents, or any of them, may lawfully
do or cause to be done by virtue hereof.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Chicago, State of Illinois, on the 27th day of March, 2002.

JONES LANG LASALLE INCORPORATED

{s/_Christopher A. Peacock
By: Christopher A. Peacock
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the foliowing persons on behalf of the Registrant and in the capacities indicated on the 27th

day of March, 2001.

Signature

/s/ Stuart L. Scott

Stuart L. Scott

/s/ Christopher A. Peacock

Christepher A. Peacock

s/ Peter C. Roberts

Peter C. Roberts

/s/ Lauralee E. Martin

Lauralee E. Martin

/s/ Christopher M.G. Brown

Christopher M.G. Brown

/s/ Robin S. Broadhurst

Robin S. Broadhurst

Title

Chairman of the Board of Directors
and Director

President, Chief Executive Officer and Director
(Principal Executive Officer)

Executive Vice President, Chief Operating Officer
and Director

Executive Vice President,
Chief Financial Officer
(Principal Financial Officer)

Chief Executive Officer, Asia Pacific
and Director

Chairman of Europe and Director
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Signature

Robert S. Orr

/s/ Lynn C. Thurber

Lynn C. Thurber

/s/ Earl E. Webb

Earl E. Webb

Henri-Claude de Bettignies

/s/ Darryl Hartley-L eonard

Darryl Hartley-Leonard

Derek A. Higgs

David K.P. Li

/s/ Thomas C. Theobald

Thomas C. Theobald

John R. Walter

/s/ Nicholas J. Willmott

Nicholas J. Willmott

Title

Chief Executive Officer, Europe and Director
Chief Executive Officer of

LaSalle Investment Management and Director

Chief Executive Officer of the Americas

and Director

Director

Director

Director

Director

Director

Director

Senior Vice President and Global Controller
(Principal Accounting Officer)
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Exhibit
Number

EXHIBIT INDEX

Description

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

Subscription Agreement (Incorporated by reference to Exhibit 2.01 to the Registrant’s
Registration Statement No. 333-25741).

Purchase and Sale Agreement, dated as of October 21, 1998, as amended, with respect to
the acquisition by the Registrant of the JLW Parent Companies operating in Europe and
the U.S.A. (the "Europe/USA Agreement") (Incorporated by reference to Exhibit 10.1 to
the Current Report on Form 8-K dated October 22, 1998 (filed December 9, 1998)).

Purchase and Sale Agreement, dated as of October 21, 1998, as amended, with respect to
the acquisition by the Registrant of the JLW Parent Companies operating in Australia and
New Zealand (the "Australasia Agreement") (Incorporated by reference to Exhibit 10.2 to
the Current Report on Form 8-K dated October 22, 1998 (filed December 9, 1998)).

Purchase and Sale Agreement, dated as of October 21, 1998, as amended, with respect to
the acquisition by the Registrant of the JLW Parent Companies operating in Asia (the
"Asia Agreement") (Incorporated by reference to Exhibit 10.3 to the Current Report on
Form 8-K dated October 22, 1998 (filed December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of October 21, 1998, by and
among the Registrant and each of the shareholders selling equity interests in the JLW
Parent Companies under the Europe/USA Agreement (Incorporated by reference to
Exhibit 10.4 to the Current Report on Form 8-K dated October 22, 1998 (filed
December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of October 21, 1998, by and
among the Registrant and each of the shareholders selling equity interests in the JLW
Parent Companies under the Australasia Agreement (Incorporated by reference to
Exhibit 10.5 to the Current Report on Form 8-K dated October 22, 1998 (filed
December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of October 21, 1998, by and
among the Registrant and each of the shareholders selling equity interests in the JLW
Parent Companies under the Asia Agreement (Incorporated by reference to Exhibit 10.6 to
the Current Report on Form 8-K dated October 22, 1998 (filed December 9, 1998)).

Form of Indemnity and Escrow Agreement, dated as of October 21, 1998, by and among
the Registrant, certain subsidiaries of the Registrant and each of the shareholders selling
equity interests in the JLW Parent Companies under the Europe/USA Agreement, the
Australasia Agreement and the Asia Agreement (Incorporated by reference to Exhibit 10.7
to the Current Report on Form 8-K dated October 22, 1998 (filed December 9, 1998)).
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Exhibit

Form of Stockholder Agreement, dated as of October 21, 1998, by and among the
Registrant and each of the persons receiving shares of common stock under the
Europe/USA Agreement, the Australasia Agreement and the Asia Agreement
(Incorporated by reference to Exhibit 10.8 to the Current Report on Form 8-K dated
October 22, 1998 (filed December 9, 1998)).

Form of Stockholder Agreement, dated as of October 21, 1998, by and among the
Registrant and each of the partners of DEL-LPL Limited Partnership and DEL-LPAML
Limited Partnership who was an employee of the Registrant in October 1998 and who
received shares of Common Stock in connection with the dissolution of DEL-LPL Limited
Partnership and DEL-LPAML Limited Partnership (Incorporated by reference to

Exhibit 10.9 to the Current Report on From 8-K dated October 22, 1998 (filed

December 9, 1998)).

Charter of Jones Lang LaSalle Incorporated (incorporated by reference to Exhibit 3.1 to
Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-

Amended and Restated Bylaws of the Registrant (Attached hereto and incorporated herein

Articles of Association of Jones Lang LaSalle Finance B.V. (English Translation of Dutch
Original) (incorporated by reference to Jones Lang LaSalle Incorporated’s Registration
Statement on Form S-4 (File No. 333-48074-01)).

Charter of Jones Lang LaSalle Americas, Inc. (incorporated by reference to Exhibit 3.4 to
Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-

Bylaws of Jones Lang LaSalle Americas, Inc. (incorporated by reference to Exhibit 3.5 to
Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-

Charter of LaSalle Investment Management, Inc. (incorporated by reference to Exhibit 3.6
to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-

Bylaws of LaSalle Investment Management, Inc. (incorporated by reference to Exhibit 3.7
to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-

Number  Description
29
2.10
3.1

48074-01)).
3.2

as Exhibit 3.2).
33
3.4

48074-01)).
3.5

48074-01)).
3.6

48074-01)).
3.7

48074-01)).
3.8

Certificate of Incorporation of Jones Lang LaSalle International, Inc. (incorporated by
reference to Exhibit 3.8 to Jones Lang LaSalle Incorporated’s Registration Statement on
Form S-4 (File No. 333-48074-01)).
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Exhibit
Number

Description

3.9

3.10

3.11

3.12

3.13

3.14

3.15

4.1

4.2

4.3

4.4

Bylaws of Jones Lang LaSalle International, Inc. (incorporated by reference to Exhibit 3.9
to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-
48074-01)).

Charter of Jones Lang LaSalle Co-Investment, Inc. {incorporated by reference to
Exhibit 3.10 to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4
(File No. 333-48074-01)).

Bylaws of Jones Lang LaSalle Co-Investment, Inc. (incorporated by reference to
Exhibit 3.11 to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4
(File No. 333-48074-01)).

Articles of Incorporation of LaSalle Hotel Advisors, Inc. (incorporated by reference to
Exhibit 3.12 to Jones Lang LaSalie Incorporated’s Registration Statement on Form S-4
(File No. 333-48074-01)).

Bylaws of LaSalle Hotel Advisors, Inc. (incorporated by reference to Exhibit 3.13 to
Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4 (File No. 333-
48074-01)).

Memorandum of Association of Jones Lang LaSalle Limited (incorporated by reference to
Exhibit 3.14 to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4
(File No. 333-48074-01)).

Articles of Association of Jones Lang LaSalle Limited (incorporated by reference to
Exhibit 3.15 to Jones Lang LaSalle Incorporated’s Registration Statement on Form S-4
(File No. 333-48074-01)).

Form of certificate representing shares of Jones Lang LaSalle Incorporated common stock
(Incorporated by reference to Exhibit 4.1 to the Quarterly Report on Form 10-Q for the
quarter ended March 31, 2001).

Indenture, dated July 26, 2000, among Jones Lang LaSalle Finance B.V., Jones Lang
LaSalle Incorporated, as parent Guarantor, Jones Lang LaSalle Americas, Inc., LaSalle
Investment Management, Inc., Jones Lang LaSalle International, Inc., Jones Lang LaSalle
Co-Investment, Inc., LaSalle Hotel Advisors, Inc. and Jones Lang LaSalle Limited, as
Guarantors, and The Bank of New York, as trustee (incorporated by reference to

Exhibit 4.1 to Jones Lang LaSalle Incorporated’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2000).

Form of Note (included in Exhibit 4.2).

Registration Rights Agreement, dated July 19, 2000, among Jones Lang LaSalle Finance
B.V., Jones Lang LaSalle Incorporated, Jones Lang LaSalle Americas, Inc., LaSalie
Investment Manageiment, Inc., Jones Lang LaSalle International, Inc., Jones Lang LaSalle
Co-Investment, Inc., LaSalle Hotel Advisors, Inc., Jones Lang LaSalle Limited, Morgan
Stanley & Co. International Limited, Bank of America International Limited, BMO
Nesbitt Burns Corp., and Chase Manhattan International Limited (incorporated by
reference to Exhibit 4.1 to Jones Lang LaSalle Incorporated’s Quarterly Report on

Form 10-Q for the quarterly period ended June 30, 2000).
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Exhibit
Number Description

10.1 Multicurrency Credit Agreement, dated as of September 21, 2001 (Incorporated by
reference to Exhibit 10.1 to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2001).

10.2 First Amendment to Credit Agreement dated as of December 31, 2001, attached hereto
and incorporated herein as Exhibit 10.2.

10.3 Asset Purchase Agreement, dated as of December 31, 1996, by and among LaSalle
Construction Limited Partnership, LaSalle Partners Limited Partnership, Clune
Construction Company, L.P. and Michael T. Clune {Incorporated by reference to
Exhibit 10.10 to the Registrant’s Registration Statement No. 333-25741).

10.4 1997 Stock Award and Incentive Plan (Incorporated by reference to Exhibit 99.2 to the
Registrant’s Registration Statement No. 333-42193).

10.5 Amendment to the Registrant’s 1997 Stock Award and Incentive Plan (Incorporated by
reference to Exhibit 10.1 to the Quarterly Report on Form 10-Q for the quarter ended
June 30, 1998).

10.6 Second Amendment to the 1997 Stock Award and Incentive Plan (Incorporated by
reference to Exhibit 10.1 to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 1999).

10.7 Third Amendment to the 1997 Stock Award and Incentive Plan (Incorporated by reference
to Exhibit 10.2 to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 1959).

10.8 Fourth Amendment to the 1997 Stock Award and Incentive Plan (Incorporated by
reference to Exhibit 10.8 to the Annual Report on Form 10-K for the year ended
December 31, 2000).

10.9 Fifth Amendment to the Jones Lang LaSalle Incorporated 1997 Stock Award and
Inceptive Plan (Incorporated by reference to Exhibit 10.1 to the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2001).

10.10 Sixth Amendment to the Jones Lang LaSalle Incorporated 1997 Stock Award and
Incentive Plan, attached hereto and incorporated herein as Exhibit 10.10.

10.11 Employee Stock Purchase Plan (Incorporated by reference to Exhibit 99.1 to the
Registrant’s Registration Statement No. 333-42193).

10.12 First Amendment to the Employee Stock Purchase Plan (Incorporated by reference to
Exhibit 10.2 to the Quarterly Report on Form 10-Q for the quarter ended June 30, 1998).
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Exhibit
Number

Description

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.2]

10.22

10.23

10.24

Second Amendment to the Employee Stock Purchase Plan (Incorporated by reference to
Exhibit 10.3 to the Quarterly Report on Form 10-Q for the quarter ended September 30,
1998).

Third Amendment to the Employee Stock Purchase Plan (incorporated by reference to
Exhibit 10.2 to Jones Lang LaSalle Incorporated’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2000).

Amended and Restated Stock Compensation Program (incorporated by reference to
Exhibit 10.11 to Jones Lang LaSalle Incorporated’s Annual Report on Form 10-K for the
fiscal year ended December 31, 1999).

First Amendment to Amended and Restated Stock Compensation Program (Incorporated
by reference to Exhibit 10.1 to Jones Lang LaSalle Incorporated’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2001).

Description of Management Incentive Plan (Incorporated by reference to Exhibit 10.8 to
the Annual Report on Form 10-K for the year ended December 31, 1997).

Registration Rights Agreement, dated as of April 22, 1997, by and among the Registrant,
DEL-LPL Limited Partnership, DEL-LPAML Limited Partnership, BSA-LSPL, Inc.,
DSA-LSAM, Inc. and Galbreath Holdings, LLC (Incorporated by reference to

Exhibit 10.14 to the Registrant’s Registration Statement No. 333-25741.)

Form of Indemnification Agreement with Executive Officers and Directors (Incorporated
by Reference to Exhibit 10.14 to the Annual Report on Form 10-K for the year ended
December 31, 1998).

Severance Pay Plan, attached hereto and incorporated herein as Exhibit 10.20.

Senior Executive Services Agreement with Christopher A. Peacock (incorporated by
reference to Exhibit 10.16 to Jones Lang LaSalle Incorporated’s Annual report on
Form 10-K for the fiscal year ended December 31, 1999).

Senior Executive Service Agreement with Robert Orr (incorporated by reference to
Exhibit 10.17 to Jones Lang LaSalle Incorporated’s Annual Report on Form 10-K for the
fiscal year ended December 31, 1999).

Consent Agreement, dated as of April 15, 1997, by and among DSA-LSPL, Inc., DSA-
LSAM, Inc., DEL-LPL Limited Partnership, DEL-LPAML Limited Partnership,
DEL/LaSalle Finance Company, L.L.C., LaSalle Partners Limited Partnership and LaSalle
Partners Management Limited Partnership (Incorporated by reference to Exhibit 10.16 to
the Registrant’s Registration Statement No. 333-25741.)

Consent Agreement, dated as of April 22, 1997, by and among the Stockholders of The
Galbreath Company and The Galbreath Company of California, Inc., Galbreath Holdings,
LLC, DEL-LPL Limited Partnership, DEL-LPAML Limited Partnership, DEL/LaSalle
Finance Company, L.L.C., LaSalle Partners Limited Partnership and LaSalle Partners
Management Limited Partnership (Incorporated by reference to Exhibit 10.17 to the
Registrant’s Registration Statement No. 333-25741.)
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Exhibit
Number Description

10.25 Jones Lang LaSalle Savings Related Share Option (UK) Plan adopted October 24, 2001,
attached hereto and incorporated herein as Exhibit 10.25 ‘

12.1 Computation of Ratio of Earnings to Fixed Charges.

21.1 List of Subsidiaries

23.1 Independent Auditors’ Consent

241 Power of Attorney (Set forth on page preceding signature page of this report.)

99.1 Jones Lang LaSalle press release announcing 2001 earnings
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